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Dear Partner, 


Our full-year operating income increased 5% and earnings per share increased 7%. Respectable performance. In 
the global “retail Olympics,” we are probably on the podium, but short of the gold medal performance that we 
were aiming for. The environment was challenging in the fourth quarter for most retailers ... for us too. While 
we were meeting our goal of growing operating income by at least 10% through the first three quarters of the 
year, the fourth quarter did not meet our expectations. Notwithstanding the retail environment, we did not 
execute as well as we could or should have. We were not satisfied with our performance in 2013. 


Our goal is to be the best specialty retailer in the world ... period! Best sales growth and operating income 
growth ... best operating income margin ... consistently. I believe we are well positioned to achieve this. We 
have the opportunity to double our business — to increase operating margin and grow comparable store sales in 
North America, while accelerating our international growth. We will have about 1,000 international stores by the 
end of 2014, and yet there is still such a vast opportunity for more, including the establishment of a global e- 
commerce business. 


We have talented leaders and teams, great brands — in the right categories and geographies — and brand-loyal 
customers. So clearly we have the opportunity to do much better — and should always meet and beat our 
expectations. Now, we have to quickly get back on our game ... and get focused on what we can control and then 
get better at doing all the things we need to do. 


Our plan in the business today revolves around the three “Fs”... FOCUSED, FAST and FRUGAL. Let me 
explain ... 


FOCUSED: Our business is pretty simple — we buy and sell merchandise. And we see and do that 
through the lens of our brands. To do this really well, we absolutely must stay close to and know our 
customers — like we know our best friends. We need to be relentless in gaining this knowledge 
firsthand, with fresh insights — not through statistics, analysis and reporting. Constantly adjusting and 
flexing as we get fresh feedback and insights. The goal is to know our customers ... better than anyone 
else in the world! 


FAST: Speed may be the most important skill in our business. We have made significant progress over 
the last few years in reducing all cycle times and increasing speed, but there is substantially more we 
can do to get even faster. Speed enables us to know and react to what our customers are telling us 
almost in real time. It maximizes full-priced sales and reduces markdowns. The world is only getting 
faster ... and so must we. The goal is to be the fastest retailer in the world! 


FRUGAL: We must be efficient and effective to meet our growth goals. We must allocate all our 
resources — better and wiser. Being frugal isn’t solely about cost — it’s about productivity. How can we 
be more productive and efficient? Deciding clearly what we must do — and what doesn’t need to be 
done. The goal is to be “world-class” in efficiency! 


Shifting to culture ... we value relationships and community. We value the relationship with each and every 
customer and look to make these relationships stronger. We value our relationships with each and every business 
partner ... vendors, landlords, investors ... all who support us. Most important are our relationships with each 
other — and of course, with our communities here and around the world where we live and do business. 


Our teams are leading superb brands. Victoria’s Secret, PINK and Bath & Body Works (our major brands) are 
three of the best brands in the world ... with high emotional content, very loyal customers and positive global 
recognition. 


We are committed to doubling our business and increasing our operating income rate to 20%, and we are 
energized and focused on our fundamentals ... FOCUSED, FAST, FRUGAL. We have our eyes on the prize — 
the gold medal in the global “retail Olympics” and, unlike the real Olympics, we are not waiting four years until 
the next competition. It’s about today — this week — this year - NOW! 


I’m privileged to lead and be part of our enterprise — we are good ... getting better ... and striving to be the best — 
simply the best global specialty retailer ... PERIOD. 


Sincerely, 


Leslie H. Wexner 
Chairman and CEO 
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Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be 
Held on May 22, 2014: The proxy statement and annual report to stockholders are available at 
www.proxyvote.com. 


March 26, 2014 
DEAR STOCKHOLDER: 


You are cordially invited to attend our 2014 annual meeting of stockholders to be held at 8:30 a.m., Eastern 
Time, on May 22, 2014, at our offices located at Three Limited Parkway, Columbus, Ohio 43230. Our Investor 
Relations telephone number is 614-415-6400 should you require assistance in finding the location of the meeting. 
The formal Notice of Annual Meeting of Stockholders and proxy statement are attached. If you plan to attend, 
please bring the Admittance Slip located at the back of this booklet and a picture I.D., and review the attendance 
information provided. I hope that you will be able to attend and participate in the meeting, at which time I will 
have the opportunity to review the business and operations of our company. 


The matters to be acted upon by our stockholders are discussed in the Notice of Annual Meeting of 
Stockholders. It is important that your shares be represented and voted at the meeting. Accordingly, after reading 
the attached proxy statement, would you kindly sign, date and return the enclosed proxy card or vote by 
telephone or via the Internet as described on the enclosed proxy card. Your vote is important regardless of the 
number of shares you own. 


Sincerely yours, 


Leslie H. Wexner 
Chairman of the Board 


[THIS PAGE INTENTIONALLY LEFT BLANK] 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
May 22, 2014 


March 26, 2014 


TO THE STOCKHOLDERS OF L BRANDS, INC.: 


We are pleased to invite you to attend our 2014 annual meeting of stockholders to: 


Elect the four nominees proposed by the Board of Directors as directors to serve for a three-year term. 
Ratify the appointment of our independent registered public accountants. 
Hold an advisory vote to approve named executive officer compensation. 


Vote on the stockholder proposal described in the accompanying proxy statement, if properly presented 
at the meeting. 


Transact such other business as may properly come before the meeting. 


Stockholders of record at the close of business on March 24, 2014 may vote at the meeting. If you plan to 
attend, please bring the Admittance Slip located at the back of this booklet and a picture I.D., and review 
the attendance information provided. 


Your vote is important. Stockholders of record can give proxies by calling a toll-free telephone number, by 
using the Internet or by mailing their signed proxy cards. Whether or not you plan to attend the meeting, please 
vote by telephone or via the Internet or sign, date and return the enclosed proxy card in the envelope provided. 
Instructions are included on your proxy card. You may change your vote by submitting a later dated proxy 
(including a proxy via telephone or the Internet) or by attending the meeting and voting in person. 


By Order of the Board of Directors, 


Leslie H. Wexner 
Chairman of the Board 
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INFORMATION ABOUT THE ANNUAL MEETING AND VOTING 


The Board of Directors (the “Board’’) is soliciting your proxy to vote at our 2014 annual meeting of 
stockholders (or at any adjournment of the meeting). This proxy statement summarizes the information you need 
to know to vote at the meeting. In this proxy statement, “we,” “our,” and the “Company” refer to L Brands, Inc. 


We began mailing this proxy statement and the enclosed proxy card, or the Notice of Internet Availability of 
Proxy Materials (the “Notice’”), on or about March 26, 2014 to all stockholders entitled to vote. The Company’s 
2013 Annual Report on Form 10-K, which includes our financial statements, is being sent with this proxy 
statement and is available in paper copy by request or in electronic form. 


Date, Time and Place of Meeting 


Date: May 22, 2014 
Time: 8:30 a.m., Eastern Time 


Place: Three Limited Parkway, Columbus, Ohio 43230 


Attending the Meeting 


Stockholders who plan to attend the meeting in person must bring photo identification and the Admittance 
Slip located at the back of this booklet. Because of necessary security precautions, bags, purses and briefcases 
may be subject to inspection. To speed the admissions process, stockholders are encouraged to bring only 
essential items. Cameras, camcorders or video taping equipment are not allowed. 


Shares Entitled to Vote 


Stockholders entitled to vote are those who owned Company common stock (which we refer to throughout 
this proxy statement as “Common Stock’) at the close of business on the record date, March 24, 2014. As of the 
record date, there were 291,014,033 shares of Common Stock outstanding. Each share of Common Stock that 
you own entitles you to one vote. 


Voting Your Shares 


Whether or not you plan to attend the annual meeting, we urge you to vote. Stockholders of record can give 
proxies by calling a toll-free telephone number, by using the Internet or by mailing their signed proxy cards. The 
telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow 
stockholders to give their voting instructions and to confirm that stockholders’ instructions have been recorded 
properly. If you are voting by mail, please complete, sign and date the enclosed proxy card and return it promptly 
in the envelope provided. If you are voting by telephone or via the Internet, please use the telephone or Internet 
voting procedures set forth on the enclosed proxy card. Returning the proxy card or voting via telephone or the 
Internet will not affect your right to attend the meeting and vote. 


The enclosed proxy card indicates the number of shares that you own. 


Voting instructions are included on your proxy card. If you properly fill in your proxy card and send it to us 
or vote via telephone or the Internet in time to vote, one of the individuals named on your proxy card (your 
“proxy”) will vote your shares as you have directed. If you sign the proxy card or vote via telephone or the 
Internet but do not make specific choices, your proxy will follow the Board’s recommendations and vote your 
shares in the following manner: 


e “FOR?” the election of the Board’s four nominees for director (as described on pages 4 and 5); 
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e “FOR” the ratification of the appointment of our independent registered public accountants (as 
described on page 12); 


e “FOR” on the advisory vote to approve named executive officer compensation (as described on pages 
13 and 14); 


e “AGAINST” the stockholder proposal (as described on pages 15 through 17). 


If any other matter is properly presented at the meeting, your proxy will vote in accordance with his or her 
best judgment. At the time this proxy statement went to press, we knew of no other matters to be acted on at the 
meeting. See “Vote Necessary to Approve Proposals” for a discussion of the votes required to approve these 
items. 


Certain stockholders received a Notice containing instructions on how to access this proxy statement and 
our 2013 Annual Report on Form 10-K via the Internet. Those stockholders should refer to the Notice for 
instructions on how to vote. 


Revoking Your Proxy 
You may revoke your proxy by: 
e submitting a later dated proxy (including a proxy via telephone or the Internet); 


e notifying our Secretary at our principal executive offices at Three Limited Parkway, Columbus, Ohio 
43230, in writing before the meeting that you have revoked your proxy; or 


* voting in person at the meeting. 


Voting in Person 


If you plan to vote in person, a ballot will be available when you arrive. However, if your shares are held in 
the name of your broker, bank or other nominee, you must bring an account statement or letter from the nominee 
indicating that you were the beneficial owner of the shares at the close of business on March 24, 2014, the record 
date for voting, as well as a proxy, executed in your favor, from the nominee. 


Appointing Your Own Proxy 


If you want to give your proxy to someone other than the individuals named as proxies on the proxy card, 
you may cross out the names of those individuals and insert the name of the individual you are authorizing to 
vote. Either you or that authorized individual must present the proxy card at the meeting. 


Quorum Requirement 


A quorum of stockholders is necessary to hold a valid meeting. The presence in person or by proxy at the 
meeting of holders of shares representing at least one-third of the votes of the Common Stock entitled to vote 
constitutes a quorum. Abstentions and “broker non-votes” are counted as present for establishing a quorum. A 
broker non-vote occurs on an item when a broker is not permitted to vote on that item absent instruction from the 
beneficial owner of the shares and no instruction is given. 


Vote Necessary to Approve Proposals 


e Pursuant to the Company’s Bylaws, each director will be elected by a majority of the votes cast with 
respect to such director. A majority of the votes cast means that the number of votes “for” a director’s 
election must exceed 50% of the votes cast with respect to that director’s election. Any “against” votes 
will count as a vote cast, but “abstentions” will not count as a vote cast with respect to that director’s 
election. Under Delaware law, if the director is not elected at the annual meeting, the director will 
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continue to serve on the Board as a “holdover director.” As required by the Company’s Bylaws, each 
director has submitted an irrevocable letter of resignation as director that becomes effective if he or she 
does not receive a majority of votes cast in an election and the Board accepts the resignation. If a 
director is not elected, the Nominating & Governance Committee will consider the director’s 
resignation and recommend to the Board whether to accept or reject the resignation. 


e The ratification of Ernst & Young LLP as our independent registered public accountants requires the 
affirmative vote of a majority of the votes present in person or by proxy and voting thereon. 


e The advisory vote to approve named executive officer compensation requires the affirmative vote of a 
majority of the votes present in person or by proxy and voting thereon. While this vote is required by 
law, it will neither be binding on the Company or the Board, nor will it create or imply any change in 
the fiduciary or other duties of, or impose any additional fiduciary or other duties on, the Company or 
the Board. However, the Compensation Committee will take into account the outcome of the vote when 
considering future executive compensation decisions. 


e The stockholder proposal requires the affirmative vote of a majority of the votes present in person or 
by proxy and voting thereon. 


Impact of Abstentions and Broker Non- Votes 


You may “abstain” from voting for any nominee in the election of directors and on the other proposals, and 
your abstention will not count as a vote cast. Abstentions with respect to the election of directors and on the other 
proposals will be excluded entirely from the vote and will have no effect. 


In addition, under New York Stock Exchange (“NYSE”) rules, if your broker holds your shares in its name, 
your broker is permitted to vote your shares on the proposal to ratify Ernst & Young LLP as our independent 
registered public accountant, even if it did not receive voting instructions from you. Your broker may not vote 
your shares on any of the other matters without specific instruction. A “broker non-vote” occurs when a broker 
submits a proxy but refrains from voting. Shares represented by broker non-votes are counted as present or 
represented for purposes of determining the presence of a quorum but are not counted as otherwise present or 
represented. 


Obtaining Additional Copies of the Proxy Materials 


We have adopted a procedure called “householding.” Under this procedure, stockholders who share the 
same last name and reside at the same mailing address will receive one Notice or one set of proxy materials (if 
they have elected to receive hard copies of the proxy materials), unless one of the stockholders at that address has 
notified us that they wish to receive individual copies. Stockholders who participate in householding continue to 
receive separate control numbers for voting. Householding does not in any way affect dividend check mailings. 


If you hold Common Stock and currently are subject to householding, but prefer to receive separate copies 
of proxy materials and other stockholder communications from the Company, or if you are sharing an address 
with another stockholder and would like to consent to householding, you may revoke or grant your consent to 
householding as appropriate at any time by calling toll-free at 1-800-579-1639 or notifying our Secretary at our 
principal executive offices at Three Limited Parkway, Columbus, Ohio 43230. 


A number of brokerages and other institutional holders of record have implemented householding. If you 
hold your shares beneficially in street name, please contact your broker or other intermediary holder of record to 
request information about householding. 


PROPOSAL 1: ELECTION OF DIRECTORS 


The Board of Directors has nominated four directors for election at the annual meeting. If you elect the four 
nominees, they will hold office for a three-year term expiring at the 2017 annual meeting or until their successors 
have been elected. All nominees are currently serving on our Board of Directors. 


We believe that our Board as a whole possesses the right diversity of experience, qualifications and skills to 
oversee and address the key issues facing our Company. In addition, we believe that each of our directors 
possesses key attributes that we seek in a director, including strong and effective decision-making, 
communication and leadership skills. Set forth below is additional information about the experience and 
qualifications of each of the nominees for director, as well as each of the current members of the Board, that led 
the Nominating & Governance Committee and Board of Directors to conclude, at the time each individual was 
nominated to serve on the Board of Directors, that he or she would provide valuable insight and guidance as a 
member of the Board of Directors. 


Your proxy will vote for each of the nominees unless you specify otherwise. If any nominee is unable to 
serve, your proxy may vote for another nominee proposed by the Board of Directors. We do not know of any 
nominee of the Board of Directors who would be unable to serve as a director if elected. 


The Board of Directors Recommends a Vote FOR the Election of All of the Following Nominees of the 
Board of Directors: 


Nominees and Directors 


Nominees of the Board of Directors at the 2014 Annual Meeting 
Donna A. James Director since 2003 Age 56 


In April 2006, Ms. James established Lardon & Associates LLC, a business and executive advisory services 
firm, where she is Managing Director. Ms. James served as the President of Nationwide Strategic Investments, a 
division of Nationwide Mutual Insurance Company, from 2003 through March 2006. Ms. James served as 
Executive Vice President and Chief Administrative Officer of Nationwide Mutual Insurance Company and 
Nationwide Financial Services from 2000 until 2003. Ms. James is a director of Time Warner Cable Inc., a 
provider of video, data and voice services, and Marathon Petroleum Corp., a transportation fuels refiner. 
Ms. James also served as Chairman of Financial Settlement Services Agency, Inc. from 2005 through 2006, as 
director of CNO Financial Group, Inc., a holding company for a group of insurance companies, from 2007 to 
2011, and as director of Coca-Cola Enterprises Inc., a nonalcoholic beverages company, from 2005 to 2012. She 
currently serves on the Audit Committee of Marathon Petroleum Corp. and as the Chairperson of the Audit 
Committee of Time Warner Cable Inc. Ms. James’s nomination is supported by her executive experience, 
financial expertise, service on several boards of directors and experience with respect to corporate diversity and 
related issues. 


Jeffrey H. Miro Director since 2006 Age 71 


Mr. Miro has been a senior partner of the Honigman Miller Schwartz and Cohn LLP law firm since 
November 2004. He was a partner and Chairman of the law firm of Miro Weiner & Kramer from 1981 until 
November 2004. He is an Adjunct Professor of Law at The University of Michigan Law School, teaching courses 
in taxation and corporate governance. Mr. Miro was a director of M/I Homes, Inc., a national home building 
company, until December 2012, and was a director of Sotheby’s Holdings, Inc., an auctioneer of art, jewelry and 
collectibles, until May 2006. Mr. Miro’s nomination is supported by his legal expertise, particularly with respect 
to corporate governance and real estate matters. 


Michael G. Morris Director since 2012 Age 67 


Mr. Morris served as the Chairman of the Board of American Electric Power Company, Inc., one of the 
largest electric utilities in the United States, from 2012 to December 2013. From January 2004 until November 
2011, Mr. Morris served as the President, Chief Executive Officer and Chairman of American Electric Power 
Company, Inc. From 1997 until 2003, he served as the Chief Executive Officer of Northeast Utilities, the largest 
electric utility in New England. Mr. Morris currently serves as a director of Spectra Energy Corp., one of North 
America’s leading natural gas infrastructure companies, The Hartford Financial Services Group, Inc., an 
investment and insurance company, and Alcoa Inc., a leading producer of aluminum. Mr. Morris’s nomination is 
supported by his broad business experience and management expertise. 


Raymond Zimmerman Director since 1984 Age 8&1 


Mr. Zimmerman is the Chief Executive Officer of Service Merchandise LLC, a retail company. 
Mr. Zimmerman was Chairman of the Board and Chief Executive Officer of 99¢ Stuff, LLC from 1999 to 2003 
and the Chairman of the Board and Chief Executive Officer of 99¢ Stuff, Inc. from 2003 to 2008. In January 
2007, 99¢ Stuff, Inc. filed a voluntary petition under Chapter 11 of the United States Bankruptcy Code, and in 
October 2007, 99¢ Stuff, Inc. emerged from bankruptcy. Mr. Zimmerman’s nomination is supported by his 
financial expertise and broad business experience, particularly in the retail sector. 


Directors Whose Terms Continue until the 2015 Annual Meeting 
E. Gordon Gee Director since 2012 Age 70 


Dr. Gee is currently the President of West Virginia University, a large public research institution. Prior to 
his current service at West Virginia University, he led several other major universities, including The Ohio State 
University (2007-2013, 1990-1998), Vanderbilt University (2000-2007), Brown University (1998-2000), the 
University of Colorado (1985-1990), and West Virginia University (1981-1985). Dr. Gee also currently serves as 
a director of Bob Evans Farms, Inc., an owner and operator of family restaurants, and the National 4-H Council. 
He previously served as a director of the Company from 1992 to 2008, and as a director of Hasbro, Inc., a 
branded-play company, from 1999 until 2010. Dr. Gee’s nomination was supported by his extensive executive 
and management experience, as well as his legal expertise and knowledge of the Company gained through his 
prior service as a director. 


Allan R. Tessler Director since 1987 Age 77 


Mr. Tessler has been Chairman of the Board and Chief Executive Officer of International Financial Group, 
Inc., an international merchant banking firm, since 1987. He previously served as Chairman of the Board of 
Epoch Investment Partners, Inc., an investment management company, from 2004 to 2013 and as Chairman of 
the Board of J Net Enterprises Inc., a technology holding company, from 2000 to 2004. Mr. Tessler also served 
as Chairman of the Board of InterWorld Corporation from 2001 to 2004 and as Chairman of Checker Holdings 
Corp. IV from 1997 to 2009. Mr. Tessler has served as a director of TD Ameritrade, a securities brokerage 
company, since November 2006, and he serves as a member of its Audit Committee. He has also served as a 
director of Steel Partners Holding GP, Inc., a general partner of a global diversified holding company, since 
2010, and currently serves as Chairman of the Board of both Teton Financial Services, a financial services 
company, and Rocky Mountain Bank, a Wyoming bank. Mr. Tessler’s nomination was supported by his broad 
business experience and financial expertise, together with his involvement in various public policy issues. 


Stephen D. Steinour Director since 2014 Age 55 


Mr. Steinour has been the Chairman, President & Chief Executive Officer of Huntington Bancshares 
Incorporated, a regional bank holding company, since 2009. From 2008 to 2009, Mr. Steinour was a Managing 
Partner in CrossHarbor Capital Partners, LLC, a recognized leading manager of alternative investments. 
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Mr. Steinour was with Citizens Financial Group from 1992 to 2008, where he served in various executive roles, 
including President from 2005 to 2007 and Chief Executive Officer from 2007 to 2008. Mr. Steinour currently 
serves as a director of Exelon Corporation, a utility services holding company, and as a trustee of Liberty 
Property Trust, a real estate investment trust. Mr. Steinour’s nomination is supported by his executive 
experience, financial expertise and service on several boards of directors. 


Abigail S. Wexner Director since 1997 Age 52 


Mrs. Wexner is a member and former Chair of the Boards of Directors of Nationwide Children’s Hospital 
Inc. and Nationwide Children’s Hospital, Founder and Chair of the Boards of The Center for Family Safety & 
Healing and KidsOhio.org, Vice Chair of the Board of KIPP Journey Academy, a Trustee of The Wexner Center 
Foundation and the United States Equestrian Team Foundation, a member of the Board of Directors for Pelotonia 
and a director of Advanced Drainage Systems and The Ohio State University Wexner Medical Center. 
Mrs. Wexner is the wife of Leslie H. Wexner. Mrs. Wexner’s nomination was supported by her executive and 
legal experience, as well as her expertise with respect to a wide range of diversity, philanthropic and public 
policy issues. 


Directors Whose Terms Continue until the 2016 Annual Meeting 
Dennis S. Hersch Director since 2006 Age 67 


Mr. Hersch is President of N.A. Property, Inc., through which he acts as a business advisor to Mr. and 
Mrs. Wexner, and has done so since February 2008. He also serves as a trustee of several trusts established by 
Mr. and Mrs. Wexner. He was a Managing Director of J.P. Morgan Securities Inc., an investment bank, from 
December 2005 through January 2008, where he served as the Global Chairman of its Mergers & Acquisitions 
Department. Mr. Hersch was a partner of Davis Polk & Wardwell LLP, a New York law firm, from 1978 until 
December 2005. Mr. Hersch has served as a director at NBCUniversal Enterprise, Inc., a subsidiary of Comcast 
Corporation, since 2013 and at Sprout Foods, Inc., a producer of organic baby food, since 2009. Mr. Hersch also 
served as a director of Clearwire Corporation, a wireless, high-speed Internet service provider, from November 
2008 to 2013. Mr. Hersch’s nomination was supported by his legal and financial expertise, as well as his 
considerable experience with corporate governance matters, strategic issues and corporate transactions. 


David T. Kollat Director since 1976 Age 75 


Dr. Kollat has been Chairman of 22, Inc., a management consulting firm, since 1987. He has served as 
director of Select Comfort Corporation, a designer, manufacturer and retailer of premium beds and bedding 
accessories, since 1994, and Wolverine World Wide, Inc., a global footwear, athletic apparel and accessories 
designer, manufacturer and retailer, since 1992. Dr. Kollat also served as director of Big Lots, Inc., a retailer, 
from 1990 to 2013. In addition to his broad business experience (including service on several boards of directors) 
and marketing expertise, Dr. Kollat’s nomination was supported by his particular experience in the retail, apparel 
and other related industries, both at the management and board levels. 


William R. Loomis, Jr. Director since 2005 Age 66 


Mr. Loomis serves as Senior Advisor to Lazard Ltd., an investment bank. He has also been an independent 
financial advisor since 2009. Mr. Loomis has served as a director of Phillips 66 Company, a producer of 
petrochemicals, since 2012. Mr. Loomis also served as a director of Pacific Capital Bancorp, a banking and 
financial services firm, from 2010 to 2012. Mr. Loomis was a General Partner or Managing Director of Lazard 
Freres & Co., an investment bank, from 1984 to 1999. After the formation of Lazard Ltd. in 2000, he became the 
Chief Executive Officer of the new entity. Mr. Loomis became a Limited Managing Director of Lazard Ltd. in 
2002 and resigned from that position in March 2004. Until 2005, Mr. Loomis was a member of the Board of 
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Directors of Alcan, Inc., a manufacturer and distributor of aluminum. Mr. Loomis’s nomination was supported 
by his executive experience, financial expertise and substantial history as a senior strategic advisor to complex 
businesses and multiple executives. 


Leslie H. Wexner Director since 1963 Age 76 


Mr. Wexner has been Chief Executive Officer of the Company since he founded the Company in 1963, and 
Chairman of the Board for more than fifty years. Mr. Wexner is the husband of Abigail S. Wexner. Mr. Wexner’s 
nomination was supported by his effective leadership of the Company since its inception. 


Director Independence 


The Board has determined that each of the individuals nominated to serve on the Board of Directors, 
together with each of the members of the Board who will continue to serve after the 2014 annual meeting of 
stockholders (except for E. Gordon Gee, Dennis S. Hersch, Abigail S. Wexner and Leslie H. Wexner), has no 
material relationship with the Company other than in his or her capacity as a director of the Company and that 
each is “independent” in accordance with applicable NYSE standards. Following the annual meeting of 
stockholders, if all director nominees are elected to serve as our directors, independent directors will constitute 
two-thirds of our Board. 


In making these determinations, the Board took into account all factors and circumstances that it considered 
relevant, including, where applicable, the existence of any employment relationship between the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family and the Company; whether within the 
past three years the director (or nominee) has served as an executive officer of the Company; whether the director 
(or nominee) or a member of the director’s (or nominee’s) immediate family has received, during any twelve- 
month period within the last three years, direct compensation from the Company in excess of $120,000; whether 
the director (or nominee) or a member of the director’s (or nominee’s) immediate family has been, within the last 
three years, a partner or an employee of the Company’s internal or external auditors; and whether the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family is employed by an entity that is 
engaged in business dealings with the Company. The Board has not adopted categorical standards with respect to 
director independence. The Board believes that it is more appropriate to make independence determinations on a 
case-by-case basis in light of all relevant factors. 


Board Leadership Structure 


Mr. Leslie H. Wexner serves as Chairman of the Board and Chief Executive Officer of the Company. 
Mr. Wexner is the founder of the Company and has served as its Chairman and Chief Executive Officer for over 
fifty years. Mr. Wexner (through his personal holdings and associated trusts) is also the Company’s largest 
stockholder. The Board believes that Mr. Wexner’s experience and expertise in the Company’s business and 
operations is unrivaled and that he is uniquely qualified to lead the Company. Accordingly, the Company 
believes that Mr. Wexner’s service as both Chairman of the Board and Chief Executive Officer is a significant 
benefit to the Company and provides more effective leadership than could be achieved in another leadership 
structure. 


Allan R. Tessler currently serves as the lead independent director. In July 2012, the Board determined that 
the lead independent director should be appointed solely by the independent directors, as they deem appropriate, 
and Mr. Tessler was subsequently reappointed as the lead independent director by them. As lead independent 
director, Mr. Tessler has the authority to call meetings of the independent directors, at which he serves as the 
chairman. Mr. Tessler also approves information sent to the Board, including the agenda for Board meetings, and 
is responsible for approving meeting schedules in order to assure that there is sufficient time for discussion of all 
agenda items. 


The Company believes that the lead independent director structure, including Mr. Tessler’s service as lead 
independent director, offers independent oversight of the Company’s management to complement the leadership 
that Mr. Wexner provides to the Board as its Chairman. 


Risk Oversight; Certain Compensation Matters 


The Company’s Board of Directors, directly and through the Audit Committee and other committees of the 
Board, takes an active role in the oversight of the Company’s policies with respect to the assessment and 
management of enterprise risk. Among other things, the Board has policies in place for identifying the senior 
executive responsible for key risks as well as the Board committees with oversight responsibility for particular 
key risks. In a number of cases, oversight is conducted by the full Board. 


Among other things, the Company, including the Compensation Committee of the Board, has evaluated the 
Company’s compensation structure from the perspective of enterprise risk. The Company, including the 
Compensation Committee, believes that the Company’s compensation structures are appropriate and do not 
incentivize inappropriate taking of business risks. 


Information Concerning the Board of Directors 
Meeting Attendance 


Our Board of Directors held 5 meetings in fiscal year 2013. During fiscal year 2013, all of the directors 
attended 75% or more of the total number of meetings of the Board and of the committees of the Board on which 
they served (which were held during the period in which they served). 


Committees of the Board of Directors 
Audit Committee 


The Audit Committee of the Board is instrumental in the Board’s fulfillment of its oversight responsibilities 
relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s compliance with legal and 
regulatory requirements, (iii) the qualifications, independence and performance of the Company’s independent 
auditors and (iv) the performance of the Company’s internal audit function. The current members of the Audit 
Committee are Ms. James (Chair), Dr. Kollat and Messrs. Tessler and Zimmerman. The Board has determined 
that each of the Audit Committee members meets the independence, expertise and experience standards 
established by the NYSE and the Securities and Exchange Commission (the “Commission’’) for service on the 
Audit Committee of the Company’s Board of Directors and for designation as an “audit committee financial 
expert” within the meaning of the regulations promulgated by the Commission. 


The Report of the Audit Committee can be found on page 52 of this proxy statement. The Audit Committee 
held 15 meetings in fiscal year 2013. 


Compensation Committee 


The Compensation Committee of the Board (i) oversees the Company’s compensation and benefits 
philosophy and policies generally, (ii) evaluates the Chief Executive Officer’s (the “CEO”) performance and 
oversees and sets compensation for the CEO, (iii) oversees the evaluation process and compensation structure for 
other members of the Company’s senior management and (iv) fulfills the other responsibilities set forth in its 
charter. The current members of the Compensation Committee are Dr. Kollat (Chair) and Messrs. Miro and 
Morris. The Board has determined that each of the current Compensation Committee members is “independent” 
in accordance with applicable NYSE standards. 


The Report of the Compensation Committee can be found on page 47 of this proxy statement. The 
Compensation Committee held 8 meetings in fiscal year 2013. 
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Nominating & Governance Committee 


The Nominating & Governance Committee of the Board identifies and recommends to the Board candidates 
who are qualified to serve on the Board and its committees. The Nominating & Governance Committee considers 
and reviews the qualifications of any individual nominated for election to the Board by stockholders. It also 
proposes a slate of candidates for election as directors at each annual meeting of stockholders. The Nominating & 
Governance Committee also develops and recommends to the Board, and reviews from time to time, a set of 
corporate governance principles for the Company and monitors compliance with those principles. The current 
members of the Nominating & Governance Committee are Mr. Tessler (Chair), Ms. James, Dr. Kollat and 
Mr. Miro. The Board has determined that each of the current Nominating & Governance Committee members is 
“independent” in accordance with applicable NYSE standards. 


The Nominating & Governance Committee develops and recommends to the Board criteria and procedures 
for the selection and evaluation of new individuals to serve as directors and committee members. It also reviews 
and periodically makes recommendations to the Board regarding the composition, size, structure, practices, 
policies and activities of the Board and its committees. In making its assessment and in identifying and 
evaluating director nominees, the Nominating & Governance Committee takes into account the qualifications of 
existing directors for continuing service or re-nomination, which may be affected by, among other things, the 
quality of their contributions, their attendance records, changes in their primary employment or other business 
affiliations, the number of boards of publicly held companies on which they serve, or other competing demands 
on their time and attention. While the Board has not established any specific minimum qualifications for director 
nominees, as indicated in the Company’s corporate governance principles, the directors and any potential 
nominees should be individuals of diverse backgrounds who possess the integrity, judgment, skills, experience 
and other characteristics that are deemed necessary or desirable for the effective performance of the Board’s 
oversight function. Certain of the skills, qualifications and particular areas of expertise considered with respect to 
the members of the Board of Directors at the time each Director was nominated are summarized in the director 
biographies found on pages 4 through 7 of this proxy statement. Although the Nominating & Governance 
Committee considers diversity as a factor in the selection of Board nominees, the Committee does not use formal 
quantitative or similar criteria with regard to diversity in its selection process. 


The Nominating & Governance Committee does not have a formal policy on the consideration of director 
candidates recommended by stockholders. The Board believes that it is more appropriate to provide the 
Nominating & Governance Committee flexibility in evaluating stockholder recommendations. In the event that a 
director nominee is recommended by a stockholder, the Nominating & Governance Committee will give due 
consideration to the director nominee and will use the same criteria used for evaluating Board director nominees, 
in addition to considering the information relating to the director nominee provided by the stockholder. 


To date, the Company has not engaged third parties to identify or evaluate or assist in identifying potential 
director nominees, although the Company reserves the right in the future to retain a third-party search firm, if 
appropriate. 


The Nominating & Governance Committee held 3 meetings in fiscal year 2013. 


Executive Committee 


The Executive Committee of the Board may exercise, to the fullest extent permitted by law, all of the 
powers and authority granted to the Board. Among other things, the Executive Committee may declare 
dividends, authorize the issuance of stock and authorize the seal of the Company to be affixed to papers that 
require it. The current members of the Executive Committee are Messrs. Wexner (Chair) and Tessler. 


Finance Committee 


The Finance Committee of the Board periodically reviews the Company’s financial position and financial 
arrangements with banks and other financial institutions. The Finance Committee also makes recommendations 
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on financial matters that it believes are necessary, advisable or appropriate. The current members of the Finance 
Committee are Mr. Tessler (Chair), Mr. Hersch, Dr. Kollat, Mr. Loomis, Mrs. Wexner and Mr. Zimmerman. 


Inclusion Committee 


The Inclusion Committee of the Board is instrumental in the Board’s fulfillment of its oversight 
responsibilities relating to, among other things, (i) the Company’s commitment to diversity and inclusion and 
(ii) the performance of the Company’s Office of Inclusion. The current members of the Inclusion Committee are 
Mrs. Wexner (Chair), Dr. Gee and Ms. James. As appropriate, Mr. Alex Shumate, a former director of the Board, 
also participates in the Committee’s work. 


Meetings of the Company’s Non-Management Directors 


The non-management directors of the Board meet in executive session in connection with each regularly 
scheduled Board meeting. Mr. Tessler serves as the chair of those meetings, which neither Mr. Wexner nor 
Mrs. Wexner attends. 


Communications with the Board 


The Board provides a process for interested parties to send communications to the full Board, the non- 
management members of the Board, the lead independent director, and the members of the Audit Committee. 
Any director may be contacted by writing to him or her c/o L Brands, Inc., Three Limited Parkway, Columbus, 
Ohio 43230 or emailing at boardofdirectors@lb.com. Any stockholder wishing to contact Audit Committee 
members may send an email to auditcommittee@lb.com. Communications that are not related to a director’s 
duties and responsibilities as a Board member, a non-management director or an Audit Committee member may 
be excluded by the Office of the General Counsel, including, without limitation, solicitations and advertisements; 
junk mail; product-related communications; job referral materials such as resumes; surveys; and any other 
material that is determined to be illegal or otherwise inappropriate. The directors to whom any substantive 
information is addressed are informed that the information has been removed and that it will be made available to 
such directors upon request. 


Attendance at Annual Meetings 


The Company does not have a formal policy regarding attendance by members of the Board of Directors at 
the Company’s annual meeting of stockholders. However, it encourages directors to attend and historically nearly 
all have done so. All of the then-current Board members attended the 2013 annual meeting. Each director is 
expected to dedicate sufficient time, energy and attention to ensure the diligent performance of his or her duties, 
including by attending meetings of the Board and the committees of which he or she is a member. 


Code of Conduct, Related Person Transaction Policy and Associated Matters 


The Company has a code of conduct that is applicable to all employees of the Company, including the 
Company’s CEO and Chief Financial Officer, and to members of the Board of Directors. Any amendments to the 
code or any waivers from any provisions of the code granted to executive officers or directors will be promptly 
disclosed to stockholders through posting on the Company’s website at www.lb.com. 


Under the Company’s Related Person Transaction Policy (the “Related Person Transaction Policy”), subject 
to certain exceptions, directors and executive officers of the Company are required to notify the Company of the 
existence or potential existence of any financial or commercial transaction, agreement or relationship involving 
the Company in which a director or executive officer or his or her immediate family members has a direct or 
indirect material interest. Each such transaction must be approved by the Board or a committee consisting solely 
of independent directors after consideration of all material facts and circumstances. 


10 


The Company is engaged in several projects designed to increase our speed and agility in producing 
products that satisfy our customers. In the case of our beauty, personal care and home fragrance businesses, the 
development of supplier facilities in close proximity to our headquarters and distribution facilities in central Ohio 
has been an integral part of capturing the many business benefits of speed and agility. The New Albany Company 
(“NACO”), a business beneficially owned by Mr. and Mrs. Wexner, is in the business of developing real estate, 
including industrial parks, and has sold land (and may in the future sell land) to certain vendors or third party 
developers in connection with the continuing development of an industrial park focused on the foregoing 
business categories (the “Beauty Park”) in New Albany, Ohio. This matter was evaluated by the Audit 
Committee of the Board of Directors, which concluded that the underlying transactions were in the best interests 
of the Company and its stockholders generally. The Audit Committee continues to monitor such vendor and third 
party transactions on an ongoing basis. 


In light of the Company’s highly favorable experience with vendors at the Beauty Park and our growth plans 
for the beauty, personal care and home fragrance businesses, it was determined that new Company facilities 
required to achieve such projected growth should also be located as close as possible to the Beauty Park. The 
Company identified certain land owned by NACO that, together with certain other adjacent parcels owned by a 
number of third parties, constituted sufficient acreage in immediate proximity to the Beauty Park that would be 
suitable for this purpose. After review in accordance with our Related Person Transaction Policy, with advice 
from independent counsel and real estate appraisers and advisors, the Audit Committee, as well as all of the 
members of the Board of Directors who are not affiliated with Mr. and Mrs. Wexner, determined that the 
purchase of the NACO land for approximately $21 million, and the assumption from NACO of contracts to 
purchase the adjacent parcels directly from third parties for approximately $7 million, were in the best interests 
of the Company and its stockholders generally. This determination was made in reliance on, among other things, 
an opinion received from an independent financial advisor with specialized expertise in commercial real estate 
that such transaction was fair to the Company from a financial point of view. 


Copies of the Company’s Code of Conduct, Corporate Governance Principles, Related Person Transaction 
Policy and Committee Charters 


The Company’s code of conduct, corporate governance principles, Related Person Transaction Policy, as 
well as the charters of the Audit Committee, Compensation Committee and Nominating & Governance 
Committee of the Board of Directors, are available on the Company’s website at www.lb.com. Stockholders may 
also request a copy of any such document from: L Brands, Inc., Attention: Investor Relations, Three Limited 
Parkway, Columbus, Ohio 43230. 
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PROPOSAL 2: RATIFICATION OF THE APPOINTMENT OF 
INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


The Audit Committee has appointed Ernst & Young LLP to serve as the Company’s independent registered 
public accountants for the fiscal year ending January 31, 2015. We are asking you to ratify this appointment, 
although your ratification is not required. A representative of Ernst & Young LLP will be present at the meeting, 
will have the opportunity to make a statement and will be available to respond to appropriate questions. 


Additional information concerning the Company’s engagement of Ernst & Young LLP is included on 
page 53. 


The Board of Directors Recommends a Vote FOR the Ratification of the Appointment of Ernst & 
Young LLP as the Company’s Independent Registered Public Accountants. 
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PROPOSAL 3: ADVISORY VOTE TO APPROVE NAMED EXECUTIVE OFFICER 
COMPENSATION 


The Dodd-Frank Wall Street Reform and Consumer Protection Act requires us to provide an advisory 
stockholder vote to approve the compensation of the Company’s named executive officers (“NEOs”), as such 
compensation is disclosed pursuant to the disclosure rules of the Commission. After the Company’s 2011 annual 
meeting, the Board determined to hold this advisory “say-on-pay” vote every year. Accordingly, the Company is 
providing its stockholders with the opportunity to cast an advisory vote on the fiscal 2013 compensation of our 
NEOs as disclosed in this proxy statement, including the Compensation Discussion and Analysis (the “CD&A”), 
the compensation tables and other narrative executive compensation disclosures. 


Stockholders are being asked to vote on the following resolution: 


“RESOLVED, that the stockholders approve the compensation of the Company’s executive officers named 
in the Summary Compensation Table, as disclosed pursuant to Item 402 of Regulation S-K (which disclosure 
includes the Compensation Discussion and Analysis, the compensation tables and other narrative executive 
compensation disclosures).” 


In fiscal 2013, the Company delivered its third straight year of record-setting sales and adjusted earnings, 
resulting in a total shareholder return of 13% and an increase in our stock price of 11%. We believe in paying for 
performance, and our challenging incentive goals require superior results, including significant growth in 
operating income year over year, to achieve target pay. As a result, notwithstanding the Company’s record- 
setting fiscal 2013 performance, compensation for the majority of NEOs decreased significantly from fiscal 2012 
to fiscal 2013 due to reduced short term, performance-based cash incentive compensation (due to below target 
achievement of challenging fiscal 2013 performance goals) and decreased long term, performance-based stock 
grants. 


NEO pay opportunity for fiscal 2013 was set in March 2013 considering relevant factors, including fiscal 
2012 performance. With the goal of providing incentives for continued superior performance, the Compensation 
Committee took the following actions: 


e Set short term incentive compensation goals at targets that require significant growth in operating 
income over record fiscal 2012 results. 


¢ Continued the rigorous performance measure required for NEOs to earn restricted stock units 
(“RSUs”). 


e Maintained Mr. Wexner’s salary at his 2008 level with unchanged short term incentive targets and 
increased target value of performance-based long term incentives. 


e Awarded Mr. Wexner stock options and performance-based RSUs in January 2014 with a value of 
approximately $7.2 million, a decrease from the prior year. 


e Increased Mr. Coe’s salary by 12% in recognition of his success at Bath & Body Works in 2012 and to 
align his compensation with internal and external positions of similar responsibility. 


e Increased short term performance-based incentive compensation targets and awarded special, long term 
performance-based incentive awards to Mr. Coe and Mr. McGuigan to incent future performance and 
provide long term retention. 


Although the Company performed well over the last three years, Mr. Wexner’s total direct compensation 
has remained flat or decreased each year as a result of high performance expectations established by our 
independent Compensation Committee. The Company’s increase in stockholder return, including reinvested 
dividends, exceeded the rate of increase in CEO pay (as disclosed in further detail in the CD&A). 
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Although the advisory stockholder vote on executive compensation is non-binding, the Compensation 
Committee has considered and will continue to consider the outcome of the vote and feedback received from 
stockholders when making compensation decisions for NEOs. We have a policy of robust engagement with 
stockholders, including continuing outreach to and dialogue with all of our major institutional stockholders. For 
example, in response to investor feedback received in fiscal 2013, we eliminated tax equalization payments on 
taxable contributions to our non-qualified retirement plan beginning in 2014. We have also made a number of 
changes to our compensation program in previous years based on investor feedback, including: 


e Eliminating tax gross-ups for NEOs upon a change in control. 
e Establishing a policy prohibiting the future issuance of “single trigger” equity awards. 
e Instituting a “no hedging” policy governing stock trading. 
e Establishing a clawback policy to recover compensation in the event of a financial restatement. 
e Establishing stock ownership guidelines for NEOs. 
These changes, along with our continued strong performance, were important factors in achieving 91% 
stockholder support for our 2013 advisory vote on executive compensation. Given this strong level of support, 


the Compensation Committee has concluded that a large majority of our stockholders support our existing 
compensation program. 


We continue to deliver solid returns and are committed to creating long term value for our stockholders. The 
Company’s sustained performance in fiscal 2013—including new records year over year—was led by our NEOs 
who are incented to perform by our compensation program and its connection to results. In summary, we see 


alignment between our performance, our stockholders’ interests and our NEOs’ pay. 


Please refer to the CD&A for a detailed discussion of the Company’s executive compensation principles and 
practices and the fiscal 2013 compensation of our NEOs. 


The Board Recommends a Vote FOR this Proposal. 
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PROPOSAL 4: STOCKHOLDER PROPOSAL REGARDING STOCKHOLDER ACTION BY 
WRITTEN CONSENT 


John Chevedden, 2215 Nelson Ave., No. 205 Redondo Beach, CA 90278, owner of 576 shares of Common 
Stock, has notified the Company that he intends to submit the following proposal at this year’s meeting: 


Proposal 4—Right to Act by Written Consent 


Resolved, Shareholders request that our board of directors undertake such steps as may be necessary to 
permit written consent by shareholders entitled to cast the minimum number of votes that would be necessary to 
authorize the action at a meeting at which all shareholders entitled to vote thereon were present and voting. This 
written consent is to be consistent with giving shareholders the fullest power to act by written consent in 
accordance with applicable law. This includes shareholder ability to initiate any topic for written consent 
consistent with applicable law. 


Wet Seal (WTSLA) shareholders successfully used written consent to replace certain underperforming 
directors in 2012. This proposal topic also won majority shareholder support at 13 major companies in a single 
year. This included 67%-support at both Allstate and Sprint. 


This proposal empowers shareholders by giving them the ability to effect change without being forced to 
wait until the annual meeting. Shareholders could replace a director using action by written consent. Shareholder 
action by written consent could save our company the cost of holding a shareholder meeting between annual 
meetings. 


This proposal should also be more favorably evaluated due to our company’s clearly improvable corporate 
governance performance as reported in 2013: 


GMI Ratings, an independent investment research firm, rated our company D for executive pay—$58 
million for Leslie Wexner. Plus GMI said L Brands did not disclose specific performance objectives for 
Mr. Wexner and L Brands can give long-term incentive pay to Mr. Wexner for below-median performance. 


In regard to our board of directors, the following directors had 16 to 50-years long tenure: Abigail Wexner, 
Allan Tessler (Lead Director), Raymond Zimmerman (age 80), David Kollat (age 74), and Leslie Wexner 
(age 75). Director independence declines after 10 to 15-years. Plus David Kollat (age 74) and Donna James had 
director duties at 3 companies each—over-commitment concern. Mr. Kollat received our highest negative votes. 


In spite of our 79% vote our management failed to adopt the 2012 proposal for a simple majority vote 
standard in our elections. In spite of our 76% vote our management failed to adopt the 2013 proposal for annual 
election of each director instead of 3-year terms. Of course our management had no trouble getting the necessary 
vote for their own 2011 stock option plan. 


GMI said L Brands had been flagged for its failure to establish specific environmental impact reduction 
targets, a critical practice for any company operating in a high environmental impact industry that is committed 


to its own long-term sustainability. L Brands did not regularly publish a formal sustainability report. 


Returning to the core topic of this proposal from the context of our clearly improvable corporate 
governance, please vote to protect shareholder value: 


Right to Act by Written Consent—Proposal 4 
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Our Response—Statement in Opposition to Stockholder Proposal Regarding Stockholder Action by Written 
Consent 


The Board has carefully considered the above proposal and believes that it is not in the best interests 
of our stockholders. Consequently, the Board recommends a vote AGAINST the proposal. 


The proposal could deprive stockholders of the right to participate in key decisions affecting the Company. 


The Board believes that the proposal could result in stockholder disenfranchisement, as it could lead to 
stockholders being denied the ability to vote or otherwise have a say on proposed stockholder actions. 
Stockholder actions by written consent can be taken without prior notice to, and without a vote of, other 
stockholders. This would enable certain stockholders, including small groups of large, self-interested 
stockholders, to take actions—effectively in secret—without the involvement of other stockholders, unlike 
actions taken at stockholder meetings that ensure the participation of all stockholders and the opportunity for 
discussion. This lack of transparency and accountability could also result in stockholders receiving less value 
than they might otherwise receive because the Board might not have an opportunity to seek higher-value 
alternatives to actions taken in this manner. 


The proposal lacks procedural safeguards that allow stockholders to make informed decisions. 


The Board believes that the proposal could result in stockholders being denied the opportunity to receive 
information about proposed actions and to make informed decisions, even if they are able to vote on the proposed 
action. The approval of proposals at stockholder meetings ensures that proposals are widely disseminated to 
stockholders through a proxy statement and any additional soliciting materials, which must contain information 
about the proposed action as specified by the Commission. If a meeting is convened, the Board is provided with 
an opportunity to present its analysis and recommendations to stockholders. Further, the proxy statement and any 
additional soliciting materials must be distributed to all stockholders in advance of the meeting, providing 
stockholders with sufficient time and opportunity to consider the proposals before voting. 


In contrast, stockholder action by written consent lacks these procedural safeguards. There is no requirement 
in the proposal to provide stockholders with a description of the proposed action or the reasons for the proposed 
action. It may be possible for some stockholders to take action without providing proper disclosure to other 
stockholders that discusses the issues that are the subject of the consent solicitation, or providing any information 
regarding themselves or their interests in the proposed action. As notice is not required, stockholders may not 
have sufficient time or opportunity to evaluate the proposed action. Further, the Board does not have the 
opportunity to provide its views to stockholders with respect to a proposed action by written consent. It may 
therefore be generally more difficult for stockholders to make a considered decision on such proposed actions. 


This proposal would also be costly and disruptive for the Company. Permitting solicitations and action 
outside of, and in addition to, the traditional setting of a stockholder meeting could result in significant 
commitments of additional time and expense on the part of the Company with little corresponding benefit to 
stockholders. In addition, given the lack of procedural safeguards, different groups of stockholders could 
undertake duplicative and opposing written consents on the same proposal, resulting in confusion and 
inefficiencies. 


The Company’s current policies already provide stockholders with multiple avenues for expressing their views. 


Our stockholders have other, very significant avenues for raising important matters with our Board. For 
example, our Bylaws permit holders of 25% or more of our stock to request a special meeting, which is a 
powerful means to consider and approve stockholder-sponsored actions and timely effect changes while ensuring 
the participation of all stockholders and retaining important procedural safeguards. 
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In addition, stockholders have frequently used our annual meetings to propose business by, for example, 
submitting proposals (such as this one) to a vote, and the Company has consistently taken action in response to 
those proposals. For example, notwithstanding the incorrect statements contained in the proponent’s supporting 
statement, the Board has previously put forward—and recommended—proposals to amend our Certificate of 
Incorporation in order to implement stockholder proposals for a majority vote standard and the annual election of 
directors. (The proposed amendments did not go into effect only because they failed to achieve the requisite 
stockholder vote.) 


Finally, the Company uses various means to seek out stockholder views outside the confines of formal 
stockholder meetings—and then considers the input and acts accordingly. For example, our engagement with 
stockholders in 2013 included outreach, subject to applicable securities laws, to all of our major institutional 
investors and meetings or teleconferences with several of their governance departments. These discussions 
yielded valuable input reflected in Board action. For example, consistent with feedback from various 
stockholders, the Compensation Committee has taken action on tax gross-up provisions, stock plan structure, 
equity award policy, hedging and performance metrics for CEO compensation. 


In sum, the Board believes that stockholder action by written consent is unnecessary, while creating the risk 
that it could be used by small groups of self-interested stockholders to exclude other stockholders from critical 


decisions affecting the Company. 


The Board Recommends a Vote AGAINST the Stockholder Proposal Regarding Stockholder Action 
by Written Consent. 
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COMPENSATION-RELATED MATTERS 


Compensation Discussion and Analysis 


Executive Summary 
Overview 
In fiscal 2013, we delivered our third straight year of record-setting sales and adjusted earnings. Our total 


shareholder return was 13% and our stock price rose 11%. 


Notwithstanding this performance, compensation for our NEOs (with the exception of Mr. Coe whose 
compensation is further described below) decreased significantly from fiscal 2012 to fiscal 2013. The decrease is 
attributable to: 


e Reduced short term, performance-based cash incentive compensation due to below target achievement 
of challenging fiscal 2013 performance goals; and 


e Decreased long term, performance-based stock grants. 


Stockholder Return 


Our compensation program requires superior performance for our NEOs to earn performance-based 
incentives at target. Although the Company performed well over the last three years, CEO pay has remained flat 
or decreased each year as a result of high performance expectations established by our independent 
Compensation Committee. The Company’s increase in stockholder return, including reinvested dividends, 
exceeded the rate of increase in CEO pay (as disclosed in the 2013 Summary Compensation Table): 


e Over the last year, the total shareholder return was 13% while CEO pay decreased 17%; and 


e Over the last four years (since 2009 fiscal year-end) the total shareholder return was 301% while CEO 
pay increased 47%. 


2013 Compensation Decisions 


NEO pay opportunity for fiscal 2013 was set in March 2013 considering relevant factors, including fiscal 
2012 performance. Fiscal 2013 compensation decision highlights include: 


e Set short term incentive compensation goals at target that require significant growth in operating 
income over record fiscal 2012 results; 


e Continued the rigorous performance measure required for NEOs to earn RSUs; 


e Maintained Mr. Wexner’s salary at his 2008 level with unchanged short term incentive targets and 
increased target value of performance-based long term incentives; 


e Awarded Mr. Wexner stock options and performance-based RSUs in January 2014 with a value of 
approximately $7.2 million, a decrease from the prior year; 


e Increased the base salaries of Ms. Turney, Mr. McGuigan and Mr. Burgdoerfer by 3%, in line with the 
general movement of the market; 


e Increased Mr. Coe’s salary by 12% in recognition of his success at Bath & Body Works in 2012 and to 
align his compensation with internal and external positions of similar responsibility; and 


e Increased short term performance-based incentive compensation targets and awarded special, long term 
performance-based incentive awards to Mr. Coe and Mr. McGuigan to incent future performance and 
ensure long term retention. 
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Pay for Performance 


The Compensation Committee’s independent compensation consultant conducted an analysis that found that 
our NEO compensation is aligned with performance and appropriate based on the competitive market, 
achievement of performance goals and total returns delivered to our stockholders. 


Stockholder Advisory Vote 


In 2013, 91% of stockholders voted in favor of our executive compensation program. The Compensation 
Committee considers this vote and other stockholder feedback when making compensation decisions for NEOs. 
In response to stockholder feedback in 2013, we eliminated tax equalization payments on taxable contributions to 
our non-qualified retirement plan beginning in 2014. 

The following compensation practices have been implemented in response to stockholder feedback: 


e No tax gross-ups for NEOs upon a change in control. 


e Double trigger vesting of equity awards upon a change in control for all equity awards since 2011 (a 
significant majority of unvested awards) plus a policy that prohibits the future issuance of single trigger 
awards. 


e “No hedging” policy governing stock trading. 

e Clawback policy to recover compensation in the event of a financial restatement. 

e Stock ownership guidelines for NEOs. 

e Stock plan with minimum vesting requirements: 
e Three year minimum vesting for RSUs that are based on the passage of time; and 
e One year minimum vesting for RSUs that are based on performance. 


e Stock plan that prohibits the re-pricing of stock options without stockholder approval. 


Conclusion 


We continue to deliver solid returns and are committed to creating long term value for our stockholders. The 
Company’s sustained performance in fiscal 2013—including new records year over year—was led by our NEOs 
who are incented to perform by our compensation program and its connection to results. In summary, we see 
alignment between our performance, our stockholders’ interests and our NEOs’ pay. Accordingly, we 
recommend stockholders vote “FOR” the executive compensation program as outlined in Proposal 3. 
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Executive Compensation Philosophy 


Guiding Principles 


The Compensation Committee has built an executive compensation program on clear, purposeful guiding 
principles: 


Compensation Component Our Principles 


Pay Level e Attract and retain superior leaders. 


e Pay competitively and equitably. 


¢ Recognize depth and scope of accountability and complexity 
of responsibility. 


Pay Mix e¢ Emphasize performance-contingent and equity-based 
compensation over fixed compensation. 


Pay for Performance e Recognize and reward enterprise, brand and individual 
performance. 


e Align executives’ interests with stockholders’ interests. 


e Require executives to own a significant amount of Common 
Stock. 


e Set Spring and Fall goals to reflect the short-cycle nature of 
our business and incent goal achievement. 


e Create long term stockholder value through regular 
achievement of short term goals. 


e Retain and incent high-performers through long term equity 
incentive awards. 


Connecting Performance and Pay 


Our challenging incentive goals require superior performance, including significant growth in operating 
income year over year to achieve target pay. When our NEOs hit and exceed these goals, we compensate them 
accordingly. 
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To achieve pay for performance, we employ a pay mix philosophy that places greater emphasis on 
performance-based and equity compensation over base salary, as shown by the lower percentage of base salary 
compared to performance-based pay at target for 2013 in these charts: 


CEO Other NEO Average 


Base Salary DBase Salary 
Short-Term Performance-Based Incentive Compensation Short-Term Performance-Based Incentive Compensation 
Long-Term Performance-Based Equity Compensation OLong-Term Performance-Based Equity Compensation 


To assess whether the Company’s compensation program delivers pay for performance as designed, the 
Committee’s independent compensation consultant, Towers Watson, analyzed our performance-based long term 
equity and short term cash compensation for our NEOs across four key measures (operating income, earnings per 
share, total stockholder return and return on invested capital) relative to our peer group. 


The analysis found that our NEO compensation is aligned with performance and appropriate based on the 
competitive market, achievement of performance goals and total returns delivered to our stockholders. 


Benchmarking Compensation 


We periodically compare our NEO compensation with publicly available data on executive compensation. 


We define our peer group, with the help of Towers Watson, to generally include: 
e Specialty and department store retailers; 
e Branded companies with emotional content; 


e Businesses that are generally similar to the Company in total revenue, market capitalization, 
geographic location, business and/or merchandise focus; and 


¢ Retailers that compete with the Company for executive talent. 


We review our peer group annually, and in our review we determined this list of peers remains appropriate 
and no changes were made in 2013: 


Abercrombie & Fitch Co. The Estee Lauder Companies Inc. Nordstrom, Inc. 
Aeropostale, Inc. The Gap, Inc. Ralph Lauren Corporation 
American Eagle Outfitters, Inc. J. C. Penney Company, Inc. Starbucks Corporation 
ANN INC. Kohl’s Corporation Target Corporation 

Avon Products, Inc. Macy’s, Inc. The TJX Companies, Inc. 
Coach, Inc. NIKE, Inc. Williams-Sonoma, Inc. 
DSW, Inc. 


Aik 


Stock Ownership Guidelines 


The Compensation Committee encourages NEO Common Stock ownership through stock ownership 
guidelines which promote a long term focus, discourage inappropriate risk-taking and align the interests of our 
NEOs with those of our stockholders. Stock ownership guidelines can be met through direct or beneficial 
ownership of Common Stock, including Common Stock held under our stock and retirement plans. 


Our CEO is required to maintain ownership of Common Stock with a value of five times his base salary. As 
the beneficial owner of 16.8% of Common Stock, Mr. Wexner’s ownership far exceeds this minimum 
requirement. 


Other NEOs are required to maintain beneficial ownership of Common Stock with a value of three times his 
or her base salary. All of these NEOs have beneficial ownership in excess of this guideline as of the end of fiscal 
2013. 


Members of our Board of Directors must maintain ownership of at least the number of shares of Common 
Stock received as Board compensation over the previous four years. All members of our Board are in compliance 
with this policy or are on track to meet this requirement within four years of membership on the Board. 


Compensation Governance 


Compensation Committee 


Our executive compensation program is overseen by the Compensation Committee. Compensation 
Committee members are appointed by our Board and meet independence and other NYSE requirements. 
Compensation Committee members are selected based on their knowledge and experience in compensation 
matters from both their professional experience and their roles on other boards. 


As part of its self-evaluation process, the Compensation Committee considers prevailing best practices and 
compliance with the highest governance standards. During fiscal 2013, the Compensation Committee also 
continued to engage with the full Board of Directors to maximize its effectiveness. The role of the Compensation 
Committee and information about its meetings are set forth in this proxy statement. 


The Compensation Committee participated in the preparation of this CD&A and recommended to the Board 
that it be included in this proxy statement. 


The Compensation Committee’s charter is available on our website at www.lb.com. 


Committee Meetings and Delegation 


Company management, including the Executive Vice President of Human Resources and the Senior Vice 
President of Total Rewards, generally prepare materials for and attend Compensation Committee meetings, along 
with the Corporate Secretary who records the minutes of the meeting, the General Counsel and the Chief 
Financial Officer. Management, including the CEO, do not play a role in recommending CEO compensation. The 
Compensation Committee regularly meets in executive session without management present. 


The Compensation Committee may delegate its authority to subcommittees or the Chair of the 
Compensation Committee. In accordance with its charter, the Compensation Committee has delegated to our 
Executive Vice President of Human Resources the authority to make stock awards in accordance with the 
Company’s stock incentive plan with a value up to $400,000 in any year to any associate who is not a Section 16 
officer of the Company or a senior leadership team member. 
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Independent Compensation Consultant 


As permitted by its charter, the Compensation Committee retained Towers Watson as its independent 
executive compensation consultant and has the sole authority to retain and terminate any independent executive 
compensation consultant. 


The Compensation Committee, considering recommendations from our management team, determines the 
work to be performed by the consultant. The consultant works with management to gather data required in 
preparing analyses for Compensation Committee review. Specifically, the services the consultant provides 
include: 


e Assisting in evaluation of CEO and NEO compensation; 

e Informing the Compensation Committee of changing market practices; 

¢ Consulting on our executive compensation strategy and program design; 
e Analyzing alignment of pay and performance; 

e Selecting our peer group; and 

e Assisting preparation and review of this disclosure. 


Towers Watson did not provide additional services to the Company exceeding $120,000 during the fiscal 
year. 


The Compensation Committee periodically evaluates the performance and independence of Towers Watson, 
specifically considering independence factors identified by the Commission. This evaluation includes a review of 
written representations from Towers Watson confirming their independence. Based on its evaluation, the 
Compensation Committee believes that there are no conflicts of interest that could impair Towers Watson’s 
ability to provide independent, objective advice to the Compensation Committee regarding executive 
compensation matters. 


Tax Deductibility 


The Compensation Committee seeks to structure tax-efficient executive compensation. The 2011 Cash 
Incentive Compensation Performance Plan (“2011 ICPP”) and the 2011 Stock Option and Performance Incentive 
Plan (2011 Plan’) are intended to qualify short term cash incentive payments and long term equity incentive 
compensation for tax deductibility under Section 162(m) of the Internal Revenue Code (“Code”). To maintain 
flexibility in structuring executive compensation, the Compensation Committee has not adopted a policy 
requiring all compensation to be tax deductible. 


Recovery of Compensation 


Under the 2011 ICPP and the 2011 Plan, the Compensation Committee has the power and authority to 
recover previously awarded bonuses or equity-based compensation or profits in the event of a restatement of 
financial or other performance results or if it is determined that a participant of either plan has engaged in, has 
knowledge of, or should have had knowledge of fraudulent conduct or activities relating to the Company. 


Tally Sheets 


To assess the reasonableness of the compensation of our NEOs, the Compensation Committee annually 
reviews a three-year history of all of the components of the NEOs’ compensation, including salary, short term 
incentive compensation, realized and unrealized gains on stock options and RSUs, the cost to the Company of all 
perquisites, benefits earned and accrued under the Company’s non-qualified deferred compensation plan and 
supplemental executive retirement plan, and potential payouts under several potential severance and change-in- 
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control scenarios. Based on this review, the Compensation Committee concluded that compensation components 
individually and in aggregate are reasonable and in the best interests of the Company and its stockholders. 


Compensation for NEOs 


The Compensation Committee makes all decisions regarding compensation for Mr. Wexner. The 
Compensation Committee oversees the evaluation process and compensation structure for the other NEOs and 
approves all NEO stock awards. 


Accomplishments Considered 
2013 NEO compensation was determined considering the following fiscal 2012 accomplishments: 


e Significantly improved adjusted operating income and adjusted operating income rate driven primarily 
by the increase in net sales and related expense leverage. 


e Increased sales and operating income for our major brands: 
e At Victoria’s Secret, sales increased by 7% and operating income increased by 10%; and 
e At Bath & Body Works, sales increased by 9% and operating income increased by 18%. 


e Managed inventory levels, increasing inventory per selling square foot by 4% while increasing 
comparable store sales by 6%. 


¢ Generated cash flow from operations of $1.351 billion. 
e Continued international expansion of our brands. 


¢ Continued La Senza repositioning, including re-sizing of its store fleet and relocation of its home office 
from Montreal, Canada to Columbus, Ohio. 


Compensation Components 


The three principal elements of our executive compensation programs are base salary, short term 
performance-based cash incentive compensation and long term  performance-based equity incentive 
compensation. Other elements of compensation that may be paid to NEOs include retirement and other post- 
employment benefits and perquisites. 


Base Salary 
The following factors are considered in determining base salary adjustments: 
e Scope and responsibility of the NEO’s position; 
e Achievement of seasonal and annual business goals; 
e Level of overall compensation paid by competitors for comparable positions; and 
e Recruitment and development of leadership talent. 


For the fifth straight year no change was made to the base salary for Mr. Wexner. Each of the other NEOs 
received base salary increases: 


2013 Base 2012 Base % 

Salary ($) Salary ($) Increase 
Mir WEXINEE: geic ac sree des adn ad are die bibs oe d bod gow doen vetsva Suacw yh #uace 1,924,000 1,924,000 0.0% 
MS. TUMeGY: g.0 eesti daa eed 2e48 eee sa ee ek eae 1,442,000 1,400,000 3.0% 
Mire MCG at eos. ogee Aetna tSonataedt adeciar area. Ghalanea.@ gnacdencatehdnaadayatenasp 978,500 950,000 3.0% 
Mi COG o.55 cd -cc0a oot ee aban bd Gate aoweeds ob Maa adadnewek 925,000 825,000 12.1% 
Mr Burodoerter js..ci3t oe, ise duane sede o Vegas 8G ae eel dacelaraew ach 824,000 800,000 3.0% 


Short Term Performance-Based Cash Incentive Compensation 


This program focuses on achievement of six-month goals, reflecting the seasonal nature of our business. Our 
operations consist of two principal selling seasons: Spring (the first and second quarters) and Fall (the third and 
fourth quarters). Fall, including the holiday season, is weighted more heavily because of its importance to our 
profitability. Achievement of our short term goals season after season creates long term value for our 
stockholders. 


Short term performance-based cash incentive compensation targets are set at a percentage of base salary 
with the amount earned ranging from zero to double the target incentive, based on the extent to which financial 
goals are achieved or exceeded. 


In 2013, target percentages for Mr. McGuigan and Mr. Coe were increased considering their 
accomplishments in fiscal 2012: 


Fiscal 2013 Target Fiscal 2012 Target 


Mit. WOXMER 53. neta oea5 lag a lenahe as ispalccd. dup ateeaaduaratee aaa echsecatacmea 190% 190% 
MSs) TUMCYy: 2332 ¢tcscastdsao tee etbhiwe debian doses 180% 180% 
Mas MCGUig an. 2.4.2. se0.9) aces aig gavel wldieend entender eins 130% 125% 
Mr COG iices dant ian deaalivess bite tad ena ooo eae 130% 110% 
Mi BUPSIOSrEER fe. ihat.c 26 ac siiare eos. tahari ales as dedeal Weds amauta toealbra io alandet 125% 125% 


The pre-established objective fiscal 2013 financial goals were based on operating income, subject to 
adjustment for extraordinary items pursuant to the 2011 ICPP and approved by the Compensation Committee. 
Operating income is used because it is a performance measure over which executives can have significant impact 
and is also directly linked to the Company’s long-range growth plan and to performance that drives stockholder 
value. 


The Compensation Committee sets operating income goals at the beginning of each six-month season based 
on: 
e An analysis of historical performance; 
¢ Income goals for that brand; 
e Financial results of other comparable businesses; and 


e Progress toward achieving our strategic plan. 


NEO Short Term Performance Incentive Goal Weighting and Metric 
Mr. Wexner 80% weighted average of major brand performance: 
65% Victoria’s Secret operating income 
Mr. Burgdoerfer 25% Bath & Body Works operating income 
10% Mast Global and International operating income 
Mr. McGuigan 20% total L Brands operating income 
Ms. Turney 100% Victoria’s Secret operating income 
Mr. Coe 100% Bath & Body Works operating income 


In fiscal 2013, the Compensation Committee set goals that challenged our NEOs to achieve outstanding 
performance in an uncertain economic environment and provided incentive to grow sales while maximizing 
margins and managing expenses. These goals represented significant growth in operating income over the record 


25 


setting results we achieved in fiscal 2012. The table below shows the operating income goals required to earn 
short term performance-based incentive compensation at target and actual performance by season: 


Fiscal 2013 Spring Season Fiscal 2013 Fall Season 
Operating Income Actual Operating Income Actual 
Goal Performance! Goal Performance! 
Total L Brands............ $680 million $669 million $1,167 million $1,074 million 
Victoria’s Secret .......... 575 million 539 million 681 million 614 million 
Bath & Body Works ....... 160 million 175 million 480 million 444 million 
Mast Global? ............. 63 million 91 million 85 million 102 million 


Actual performance presents operating income on an adjusted basis which removes certain special items (subject to approval by the 
Compensation Committee) which are not indicative of Company ongoing operations due to their non-recurring and extraordinary nature. 
The Company uses adjusted financial information as key performance measures of results for purposes of evaluating performance 
internally, which may not correspond to amounts reported externally. 
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Mast Global operating income represents an internal performance measure which does not correspond to amounts reported externally. 


Performance goals required to earn threshold payout range from approximately 85% to 90% of the operating 
income (“OI”) goal and performance goals required to earn maximum payout range from approximately 110% to 
120% of the OI goal. Performance below threshold results in no payout and performance between threshold and 
the OI goal, and the OI goal and maximum is interpolated to determine payout percentage beginning at 20% at 
threshold up to 200% at maximum. 


Payouts for fiscal 2013 performance are set forth below and in the “Non-Equity Incentive Plan 
Compensation” column of the 2013 Summary Compensation Table. 


Total Fiscal 2013 Incentive Payout 


Fiscal 2013 Fiscal 2013 
Fiscal 2013 Target Spring Incentive Fall Incentive Total Fiscal 2013 % of Fiscal 


Incentive Payout Payout Payout 2013 Target 
Mr. Wexner ........... $3,655,600 $1,593,842 $1,245,828 $2,839,670 78% 
Ms. Turney ............ 2,595,600 764,145 663,435 1,427,580 55% 
Mr. McGuigan ......... 1,272,050 554,614 433,514 988,128 78% 
Mr. C06: «sack ahd oa wees 1,202,500 870,610 360,029 1,230,639 102% 
Mr. Burgdoerfer ........ 1,030,000 449,080 351,024 800, 104 78% 


Payments are made in cash, unless the executive elects to defer or receive a portion in the form of Common 
Stock. Those who choose to receive up to 25% of this compensation as stock receive a matching RSU grant of 
25% of the amount the executive elected to receive in Common Stock (i.e., a match of up to 6.25%). These RSUs 
vest in full at the end of three years, subject to continued employment. 


Long Term Performance-Based Equity Incentive Compensation 


Stock awards are made to our NEOs under our 2011 Plan. Our equity-based long term performance-based 
incentive program rewards past performance and encourages future performance with a challenging performance 
requirement for our NEOs. In addition, the vesting requirements increase the likelihood that we will be able to 
retain top performers. 


Individual performance (including contribution to the achievement of business goals, execution of retail 
fundamentals and accomplishment of talent and cultural objectives), competitive practice, the Company’s overall 
budget for equity compensation expense and stockholder dilution are all considered in determining the size of 
each NEO’s fiscal 2013 equity award. 
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Stock Options 


Stock options generally make up 25% of the value of each executive’s annual equity-based long term 
incentive opportunity award. Stock options are intended to align executive interests with stockholder interests by 
creating a direct link between compensation and stockholder return, and to foster retention. Stock options granted 
to each NEO vest over five years, subject to continued employment. The exercise price is equal to the grant date 
closing price of Common Stock. 


Performance-Based RSUs 


Performance-based RSUs generally make up 75% of the value of each executive’s annual equity-based long 
term incentive opportunity. Performance-based RSUs are intended to: 


e Incent achievement of key performance metrics (through the performance requirement); 
e Align executive rewards with those realized by stockholders (through the market value of our stock); 
e Retain superior executive talent (through the time vesting requirements); and 
e Reward exceptional individual performance (through annual determination of the size of the award). 
In fiscal 2013, the Compensation Committee approved special, performance-based RSU awards to 
Mr. McGuigan and Mr. Coe based on their performance, evaluation of the retentive value of unvested, 


outstanding stock awards and the criticality of each executive’s role in the achievement of our aggressive sales, 
operating income and earnings per share growth goals. 


Below is a summary of the special and annual performance-based RSU awards and stock options awarded in 
fiscal 2013: 


Value of Value of Annual Value of Total Fiscal 

Special Performance- Performance- Annual Stock 2013 Equity 

Based RSU Award Based RSU Award Option Award Award Value 
Mr. Wexner ........... $ — $7,509,032 $2,256,513 $9,765,545 
Ms. Turney ........... — 3,342,816 775,527 4,118,343 
Mr. McGuigan ......... 1,728,261 1,327,453 300,715 3,356,429 
Mr: COG. os sedi anh eate 4,084,406 1,225,322 284,272 5,594,000 
Mr. Burgdoerfer ....... —_— 1,091,541 253,235 1,344,776 


Note: While the performance requirement is the same, the amount and timing of Mr. Wexner’s equity award is 
determined on a different basis than that of our other NEOs and is described in detail below. 


In order for both annual and special performance-based RSUs to be earned, the Company’s cumulative 
adjusted operating income, as a percentage of cumulative sales, must be in the top one-third of the S&P Retailing 
Index (also determined on a cumulative and adjusted basis) beginning with the fiscal year of the award through 
the fiscal year immediately preceding each vest date. To the extent any tranche of the award that is eligible for 
performance-based vesting does not vest in any fiscal year, such tranche may vest in future years, subject to 
satisfaction of the cumulative performance measure. A cumulative performance metric was selected because it 


requires sustained performance over the entire five-year vesting period reflecting long term performance of the 
Company. 


Performance-based RSUs vest over five years, with 20% vesting on each of the second and third 
anniversaries of the grant date, and 30% on each of the fourth and fifth anniversaries, in each case subject to the 
performance measures being satisfied and continued employment. 


Time-vested RSUs typically vest after three years. Time-vested RSUs are generally only awarded to NEOs 


as a match on his or her election to receive a portion of his or her short term performance-based incentive 
compensation in Common Stock, rather than cash. 
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Equity awards are effective the date the grant is approved unless approval occurs before the hire or other 
relevant effective date, in which case, the later date applies. 


Retirement and Other Post-Employment Benefits 


Retirement and other post-employment benefits consist of qualified and non-qualified defined contribution 
retirement plan benefits and termination benefits. 


Qualified Defined Contribution Retirement Plan 


The qualified plan is available to associates who meet certain age and service requirements. Associates can 
contribute up to the amounts allowable under the Code. The Company matches associates’ contributions 
according to a predetermined formula and contributes additional amounts based on a percentage of the 
associates’ eligible annual compensation and years of service. Associates’ contributions and Company matching 
contributions to the qualified plan vest immediately. Additional Company contributions and the related 
investment earnings are subject to vesting based on years of service. 


Non-Qualified Defined Contribution Supplemental Retirement Plan 


The non-qualified plan is available to associates who meet certain age, service, job level and compensation 
requirements. The non-qualified plan is an unfunded plan which provides benefits beyond the Code limits for 
qualified defined contribution plans. The Company does not set aside assets to fund liabilities of the non- 
qualified plan. Assets that may be used to satisfy such liabilities are general assets of the Company, subject to the 
claims of the Company’s creditors. 


Associates can contribute to the non-qualified plan up to a maximum percentage of eligible compensation. 
The Company matches associates’ contributions and contributes additional amounts based on a percentage of the 
associates’ eligible compensation and years of service. Company contributions to the non-qualified plan are 
taxable for Medicare and certain local taxes. In fiscal 2013, the Company provided a reimbursement payment to 
all plan participants to offset this liability for the last time. Payments were not grossed up and are taxable to the 
participant. The value of this benefit is disclosed in footnote (6) to the 2013 Summary Compensation Table. No 
such reimbursement will be provided in 2014 or thereafter. 


The plan also permits participating associates to defer additional compensation up to a maximum amount 
which the Company does not match. 


Associates’ accounts are credited with interest using a rate determined annually based on the long term 
Applicable Federal Rate published by the Internal Revenue Service (“IRS”). In general, the rate is set at what is 
considered ‘“‘above market” as defined by Commission guidelines. An above-market rate is appropriate because 
unfunded associate contributions to the plan reduce the borrowing needs of the Company. 


Associates’ contributions to the non-qualified plan and the related interest accruals vest immediately. 
Company contributions and credits to the non-qualified plan and the related interest are subject to vesting based 
on years of service. 


Termination Benefits: Severance and Change in Control Agreements 


We have entered into severance and change in control agreements with our NEOs other than Mr. Wexner. 
See “—Estimated Post-Employment Payments and Benefits” for a description of estimated benefits in certain 
termination situations, including a change in control. 
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Upon a change in control, awards granted prior to May 2011 will become vested. Awards granted after May 
2011 will only vest if the executive’s employment is terminated by the executive for good reason or by the 
Company other than for cause within 24 months of the change in control. This “double trigger” vesting provision 
applies to a significant majority of unvested stock awards. 


None of our NEOs is entitled to a tax gross-up upon a change in control. It is the Company’s policy not to 
enter into any new arrangements providing for change in control excise tax gross-up payments. 


Perquisites 


We provide our NEOs with minimal perquisites that the Compensation Committee has determined are 
reasonable and in the best interests of the Company and its stockholders. These perquisites include the 
reimbursement of financial planning costs of up to $15,000 and payment of life insurance policy premiums for 
Ms. Turney. 


CEO Compensation 
Overview of CEO Pay 


Mr. Wexner is a recognized unique talent: an innovator and leader in the retail industry. His long record of 
success in leading the Company is unmatched in scope and duration by any other retailer. The Compensation 
Committee has determined that his significant contributions as the Company’s CEO deserve to be fully reflected 
in his compensation. 


While the Company achieved increases in sales, operating income and adjusted earnings per share in fiscal 
2013 over fiscal 2012, Mr. Wexner’s compensation decreased because of the high performance expectations of 
our fiscal 2013 long term and short term performance-based incentive programs. 


CEO Stock Award Determination Overview 


Beginning with fiscal 2010, the Compensation Committee implemented an annual process in which 
Mr. Wexner’s stock grant would be a “split grant” delivered in two parts—one in March at the same time other 
senior executives receive stock grants, and one in the following January when Mr. Wexner’s and Company 
performance can be substantially determined for the fiscal year. 


March 2013 Award 


The value of the March stock award is set below the competitive market to provide a baseline award while 
imposing a performance requirement for the award to be earned. The Compensation Committee granted 
Mr. Wexner a stock award in March 2013 with a reported value of $2.6 million. 


January 2014 Award 


As the fiscal year draws to a close, the Compensation Committee assesses both Mr. Wexner’s and the 
Company’s performance, and if deemed appropriate, grants Mr. Wexner a performance-based stock award in 
January. The January stock award is intended to recognize financial, strategic and operational performance for 
the fiscal year. 


For fiscal 2013, the Compensation Committee increased the potential target and maximum value of the 
January stock award in recognition of the Company’s performance over the past several years under 
Mr. Wexner’s leadership during the financial crisis, recession, and the currently volatile retail environment. The 
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Compensation Committee also considered Mr. Wexner’s role in the delivery of high total shareholder return, 
which has increased at a much more rapid rate than his compensation. The January stock award value ranges 
from zero at minimum, to $6.5 million at target and $16.2 million at maximum. 


The range in values for the January award is determined based on a benchmark of stock award values of 
CEOs in our peer group: 


e The top of the range has been strategically positioned so that if all qualitative, objective and financial 
performance targets for the year are exceeded, Mr. Wexner’s stock award value would be among the 
top of our peer group. 


¢ Conversely, if performance is below targeted levels, Mr. Wexner’s stock award value would be 


correspondingly lower. 


In addition to performance against pre-established financial targets, the Compensation Committee considers 
factors such as leadership talent development, the identification and development of new business opportunities, 
and success in fostering a productive culture, in determining the size of Mr. Wexner’s January stock grant. Once 
the size of the grant is determined, the Compensation Committee imposes a performance metric that the 
Company must achieve over the vesting period in order for Mr. Wexner to vest in the award. 


In January 2014, the Compensation Committee granted Mr. Wexner a fiscal 2013 stock award with a 
reported value of $7.2 million based on his compensation relative to other NEOs, as well as the performance of 
the Company and his role and leadership in its accomplishments for the current fiscal year, including: 


e Maximizing the profitability of our core brands through increased sales, increased merchandise 
margins and careful inventory management; 


e Progress toward the goal of doubling the business in five years; 

¢ Focus on fundamentals, faster execution and expense leverage; 

e Expansion of company owned operations outside the United States; 

e Accomplishment of talent and cultural objectives; 

e Implementation of infrastructure and systems to enhance productivity and enable future growth; and 

¢ Optimization of capital structure. 

Both the March and January awards are delivered 75% in the form of performance-based RSUs and 25% in 

the form of stock options. Mr. Wexner’s RSU awards are subject to the same rigorous performance and vesting 
requirement as those of our other NEOs. The performance-based RSUs and stock options vest over five years, 


with 20% vesting on each of the second and third anniversaries of the grant date, and 30% on each of the fourth 
and fifth anniversaries. 


CEO Termination Benefits 


Due to his unique role as the founder of the Company, Mr. Wexner is not covered by a severance or change 
in control agreement. However, consistent with the treatment for all stock plan participants under the terms of 
our 2011 Plan, all of Mr. Wexner’s unvested stock options and RSUs will vest upon death. Subject to the 
achievement of pre-established performance conditions, upon retirement, RSUs will vest pro-rata based on the 
fraction of whole months worked from the grant date over the full vesting period (i.e., one-fifth will vest if 
twelve full months are completed from the grant date for a grant that would otherwise vest over five years). In 
the event of a change in control, awards granted before May 2011 will vest and awards granted under the 2011 
Plan will vest if Mr. Wexner’s employment is terminated other than for cause within 24 months of the change in 
control. As of April 1, 2014 approximately 75% of Mr. Wexner’s unvested stock awards are subject to double 
trigger vesting upon a change in control. All of Mr. Wexner’s unvested stock awards will be subject to double 
trigger vesting as of April 1, 2016. 
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CEO Perquisites 


The Board of Directors has approved a security program (the “Security Program’) that provides security 
services to Mr. Wexner and his family. The Security Program is required for the benefit of the Company and is 
appropriate given the risks associated with Mr. Wexner’s position. We periodically hire a third party to review 
our Security Program to verify that a bona fide business oriented security concern exists and that the Security 
Program costs are reasonable and consistent with these concerns. The Security Program requires Mr. Wexner to 
use corporate provided aircraft, or private aircraft that is in compliance with the Security Program, whether the 
purpose of the travel is business or personal. 


The cost of security services which are not business related have been reimbursed to the Company by 
Mr. Wexner. In addition, to the extent that corporate provided aircraft is used by Mr. Wexner or any NEO for 
personal purposes, he or she has reimbursed the Company based on the greater of the amount established by the 
IRS as reasonable for personal use or the aggregate incremental cost associated with the personal use of the 
corporate owned aircraft as determined by an independent, third party aircraft costing service. 


Conclusion 


In summary, fiscal 2013 was a year of sustained financial and operational performance and returns to 
stockholders. Our sales and earnings were at record level for the third straight year. Our total shareholder return 
was 13% and our stock price rose 11%. While the Company achieved solid performance for fiscal 2013, it did 
not meet our high performance expectations. As a result, compensation generally decreased for NEOs, 
demonstrating our commitment to delivering pay for performance. 


Based on the above, we recommend stockholders vote “FOR” the executive compensation program. 
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2013 Summary Compensation Table 


The following table sets forth information concerning total compensation earned by or paid to our CEO, 


Chief Financial Officer and our three other most highly compensated NEOs during the fiscal year ended 
February 1, 2014. 


Pension 
Value 
and 
Non- 
Non-Equity qualified 
Incentive Deferred 
Plan Compen- All Other 


Stock Option Compen- sation Compen- Total ($) 

Name and Salary Bonus Awards Awards sation Earnings sation (1)(2)(3) 

Principal Position Year _—_($) (SG) _()QGB)__)2)GB) ($)(4) ($)(5) ($)(6) (4)(5)(6) 

Leslie H. Wexner ............. 2013 $1,924,000 $0 $ 7,509,032 $2,256,513 $2,839,670 $410,405 $936,302 $15,875,922 

Chairman of the Board, CEO 2012 1,924,000 0 8,605,824 2,681,763 4,970,885 372,927 677,571 19,232,970 
2011 1,924,000 0 8,822,133 2,596,103 4,899,158 339,918 649,172 19,230,484 
Sharen J. Turney .............. 2013 1,433,923 O 3,342,816 775,527 1,427,580 235,835 578,653 7,794,334 
CEO/President, Victoria’s 2012 1,380,769 0 19,721,938 1,161,964 2,428,272 207,645 717,109 25,617,697 
Secret 2011 1,290,385 0 3,266,112 1,075,458 3,051,568 181,168 730,224 9,594,915 
Charles C. McGuigan .......... 2013 973,019 0 3,055,714 300,715 988,128 57,036 385,589 5,760,201 
CEO/President, Mast Global 2012 940,385 0 4,375,812 450,553 1,752,988 45,755 387,911 7,953,404 
2011 891,923 O 2,027,810 638,175 1,800,018 31,624 347,252 5,736,802 
Nicholas Coe(7) .............. 2013 905,769 O 5,309,728 284,272 1,230,639 4,111 227,160 7,961,679 
CEO/President, Bath & Body 2012 820,192 0 2,064,235 195,622 1,679,420 748 54,516 4,814,733 
Works 
Stuart B. Burgdoerfer .......... 2013 819,385 0 1,091,541 253,235 800,104 33,226 295,408 3,292,899 
Executive Vice President, 2012 790,385 0 3,093,531 379,407 1,359,800 25,621 312,913 5,961,657 
Chief Financial Officer 2011 745,192 O 1,076,722 354,534 1,238,760 18,119 313,011 3,746,338 

(1) Performance-based incentive compensation bonuses are disclosed in this table under the Non-Equity 
Incentive Plan Compensation column. None of our NEOs received a nonperformance-based award in fiscal 
2013. 

(2) The value of stock and option awards reflects the aggregate grant date fair value, excluding estimated 
forfeitures, computed in accordance with Accounting Standards Codification (“ASC”) Topic 718 
Compensation—Stock Compensation, for each award. Stock options are valued using the Black-Scholes 
option pricing model. See Note 19 to the Company’s financial statements filed in the Company’s 2013 
Annual Report on Form 10-K for the related assumptions for stock options granted during fiscal 2013, 2012 
and 2011 and for a discussion of our assumptions in determining the aggregate grant date fair value of these 
awards. Awards vest over time and, therefore, are not realizable on an annual basis, nor is the ultimate value 
determinable without reference to future performance. 

(3) Stock and option awards were granted to each NEO under the Company’s amended and restated 1993 Stock 


Option and Performance Incentive Plan (the “1993 Plan’) and the 2011 Plan. Awards are long term 
compensation, vesting over periods from three to five years and are not realizable on an annual basis. 
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(4) Represents the aggregate of the non-equity performance-based incentive compensation for the applicable 
fiscal Spring and Fall selling seasons. Incentive compensation targets are set based on a percentage of base 
salary and are paid seasonally based on the achievement of operating income results. The following table 
illustrates the amount of the compensation which is paid in cash, stock and voluntarily deferred: 


Paid in Paid in Deferred Deferred 
Cash Stock Cash Stock Total 
oe. _@.. ~ 8... _ 8. , 8 .. 
Mire Wexner 5.9.0.4 6 fied doa w es $2,754,480 $ 0 $ 85,190 $0 $2,839,670 
Mss Tumey cg. iiccewiaeacegeeaceass 1,097,266 0 330,314 0 1,427,580 
Mr. McGuigan ................. 822,911 135,574 29,643 0 988,128 
Mr. Coe 2... eee 1,190,971 0 39,668 0) 1,230,639 
Mr. Burgdoerfer ............... 771,993 0 28,111 0 800,104 


(5) The Company does not sponsor a defined benefit retirement plan (tax-qualified or non-qualified). For fiscal 
2013, the amounts shown represent the amount by which earnings, at a rate equivalent to 4.84% 
compounded monthly on each NEO’s non-qualified deferred compensation account balance, exceeds 120% 
of the applicable federal long term rate. 


(6) The following table details all other compensation paid to each NEO during our last fiscal year: 


Cash 
Life payout of 
insurance fractional Company 
Financial premiums shares due contributions to 
planning and to special the executive’s 
services related tax dividend qualified and 
provided paid on stock non-qualified 
to executive’s award retirement plan 
executive behalf adjustment account Total 
($) ($) ($) ($)(a) ($) 
Mr. Wexner ..............00. $ 0 $ 0 $309 $935,993 $936,302 
Ms. Turey............-.-0-. 9,500 14,871 230 554,052 578,653 
Mr. McGuigan ............... 5,295 0 293 380,001 385,589 
Mr COG: i.e mes aver satin 0 0 72 227,088 227,160 
Mr. Burgdoerfer.............. 9,500 0 273 285,635 295,408 


(a) Includes payment to offset Medicare and certain local taxes on the Company’s contributions to the non- 
qualified retirement plan account in the amount of $42,032, $22,493, $15,345, $7,662 and $12,268 for 
Mr. Wexner, Ms. Turney and Messrs. McGuigan, Coe and Burgdoerfer, respectively. These payments 
are fully taxable to the NEO and are not grossed-up. 2013 was the last year for this benefit. No such 
reimbursement will be provided in 2014 or thereafter. 


(7) Mr. Coe was not a NEO for fiscal 2011, and therefore, his compensation is not disclosed for that year. 
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Grants of Plan-Based Awards for Fiscal 2013 


The following table provides information relating to plan-based awards and opportunities granted to the 
NEOs during the fiscal year ended February 1, 2014. 


Name 
Leslie H. Wexner ...... 


Sharen J. Turney ....... 


Charles C. McGuigan .. 


Nicholas Coe.......... 


Stuart B. Burgdoerfer . . 


Grant 
Date 


Non-Equity Incentive Plan 
Awards(1) 


($) ($) ($) 


Estimated Future Payouts Under Estimated Future Payouts 
Under Equity Incentive Plan 
Awards(2) 


Threshold Target Maximum Threshold Target Maximum or Units 


#) # 


All 
Other All 
Stock Other 
Awards: Option 


Number Awards: 
of Number of or Base 
Shares of Securities 


Price of 


Stock Underlying Option 


# (3) (4) 


Options 


Awards 
($/Sh) 


Grant 


Exercise Date Fair 


Value of 


Stock and 


Option 
Awards 


($)S) 


$44.66 $ 573,320 


3/29/2013 
3/29/2013 
1/30/2014 
1/30/2014 


3/29/2013 
3/29/2013 


. 3/29/2013 


3/29/2013 
3/29/2013 
8/30/2013 


3/29/2013 
3/29/2013 
3/29/2013 


. 3/29/2013 


3/29/2013 


$731,120 $3,655,600 $7,311,200 


519,120 2,595,600 5,191,200 


254,410 1,272,050 2.544,100 


240,500 1,202,500 2,405,000 


206,000 1,030,000 2,060,000 


116,459 


84,757 


32,865 
43,820 


31,068 
103,560 


27,676 


51,697 


116,459 


84,757 


32,865 


586 


31,068 


27,676 


52.66 


44.66 


44.66 


44.66 


44.66 


2,038,930 
1,683,193 
5,470,102 


715,527 
3,342,816 


300,715 
1,296,196 
1,728,261 

315257 


284,272 
1,225,322 
4,084,406 


253,235 
1,091,541 


(1) 


(2) 


(3) 


Non-Equity Incentive Plan Awards represent the Threshold, Target and Maximum opportunities under the 
2011 ICPP for the 2013 Spring and Fall seasons. The actual amount earned under this plan is disclosed in 
the 2013 Summary Compensation Table in the “Non-Equity Incentive Plan Compensation” column. 


Equity Incentive Plan Awards represent the Target payment of performance-based RSUs for fiscal 2013. No 
amount is disclosed for Threshold and Maximum since the number of performance-based RSUs earned does 
not fluctuate based on performance. Units are earned at target, or not at all. 


Stock Awards granted on March 29, 2013 are subject to the Company’s achievement of operating income as 
a percentage of sales ranking in the top one third of the S&P Retailing Index in each of fiscal 2013, 2014, 
2015, 2016 and 2017, determined on a cumulative basis. Stock Awards granted to Mr. Wexner on 
January 30, 2014 are subject to the Company’s achievement of operating income as a percentage of sales 
ranking in the top one third of the S&P Retailing Index in each of fiscal 2014, 2015, 2016, 2017 and 2018, 
determined on a cumulative basis. If the performance condition is met, the RSUs will vest 20% on the 
second and third anniversaries of the grant date and 30% on the fourth and fifth anniversaries of the grant 
date, subject to continued employment. 


Stock Awards were granted pursuant to the Company’s amended and restated 2011 Plan. 


The Stock Award granted on August 30, 2013 to Mr. McGuigan represents an award made in connection 
with his election to receive a portion of his cash-based incentive compensation bonus in shares of Common 
Stock. The award was made based on the Spring 2013 bonus paid on August 30, 2013. This award vests 
100% three years from the grant date, dependent on Mr. McGuigan retaining the stock paid in lieu of cash. 


In each case, the vesting of these awards is subject to continued employment. 


Dividends are not paid or accrued on stock awards or stock units until such shares vest. 
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(4) 


(5) 


Option Awards were granted pursuant to the Company’s amended and restated 2011 Plan. Option grant 
dates were established on the date the grants were approved by the Compensation Committee and the 
exercise price is the closing price of Common Stock on the grant date. 


Option Awards vest 20% on the second and third anniversaries of the grant date and 30% on the fourth and 
fifth anniversaries of the grant date. 


In each case, the vesting of these awards is subject to continued employment. 


The value of stock and option awards reflects the grant date fair value under ASC Topic 718 
Compensation—Stock Compensation for each award. Options are valued using the Black-Scholes option 
pricing model with the following weighted average assumptions as set forth in the Company’s financial 
statements filed in the Company’s 2013 Annual Report on Form 10-K: dividend yield of 3.4%, volatility of 
35%, risk free interest rate of 0.8% and expected life of 4.7 years. RSUs are valued based on the fair market 
value of a share of Common Stock on the date of grant, adjusted for anticipated dividend yields. 
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Outstanding Equity Awards at Fiscal Year-End for Fiscal 2013 


The following table provides information relating to outstanding equity awards granted to the NEOs as of 


fiscal year end, February 1, 2014. 


Option Awards Restricted Stock Awards 
Equity 
Incentive 
Plan 
Awards: 
Number 
Equity of 
Incentive Number Unearned 
Plan of Shares Market Shares, 
Number of Numberof Awards: or Units Value of Units or 
Securities Securities | Number of of Stock Sharesor Other 
Underlying Underlying Securities That Units of — Rights 
Unexercised Unexercised Underlying Option Have Stock That That 
Options Options _Unexercised Exercise Option Not Have Not Have Not 
Grant Exercisable Unexercisable Unearned Price Expiration Grant Vested Vested Vested 
Name Date (#) (#) Options (#4) ($) Date Date (#) ($)(23) (#) 
Leslie H. 
Wexner ..... 3/31/2005 438,131 0 0 18.30 3/31/2015 
3/31/2006 109,530 0 0 18.42 3/31/2016 
3/30/2007 141,395 0 0 19.63 3/30/2017 
3/31/2008 224,072 0 0 12.88 3/31/2018 
3/31/2009 360,620 0 0 6.55 3/31/2019 
3/31/2010 119,692 0 0 19.29 3/31/2020 
1/27/2011 114,485 171,733(1) 0 25.21 = 1/27/2021 
3/31/2011 54,613 27,309(2) 0 28.18 3/31/2021 
1/26/2012 37,890 151,569(3) 0 38.08 1/26/2022 
3/30/2012 0 52,113(4) 0 44.30 3/30/2022 
1/31/2013 0 151,500(5) 0 48.02 1/31/2023 
3/29/2013 0 51,697(6) 0 44.66 3/29/2023 
1/30/2014 0 116,459(7) 0 52.66 1/30/2024 
1/27/2011 171,727(9) 8,991,626 0 
3/31/2011  81,922(10) 4,289,436 0 
1/26/2012 0 0 189,459(11) 
3/30/2012 0 0  52,113(12) 
1/31/2013 0 0 151,500(13) 
3/29/2013 0 0 51,697(14) 
1/30/2014 0 0 116,459(15) 
Sharen J. 
Turney ...... 3/31/2008 16,163 0 0 12.88 3/31/2018 
3/31/2009 3 0 0 6.55 3/31/2019 
3/31/2010 5,181 0 0) 19.29 3/31/2020 
3/31/2011 0 96,869(8) 0 28.18 3/31/2021 
3/30/2012 0 82,950(4) 0 44.30 3/30/2022 
3/29/2013 0 84,757(6) 0 44.66 3/29/2023 
3/31/2008 531,064(16) 27,806,511 0 
3/31/2011 96,871(17) 5,072,166 0 
3/30/2012 0 0  82,952(12) 
3/30/2012 0 0 406,295(12) 
3/29/2013 0 0  84,757(14) 
Charles C. 
McGuigan .. . 3/31/2011 0 57,485(8) 0 28.18 3/31/2021 
3/30/2012 0 32,164(4) 0 44.30 3/30/2022 
3/29/2013 0 32,865(6) 0 44.66 3/29/2023 
3/4/2011 1,876(18) 98,227 0 
3/31/2011 57,486(17) 3,009,967 0 
9/2/2011 1,267(19) 66,340 0 
3/2/2012 1,350(20) 70,686 0 
3/30/2012 0 0  32,164(12) 
3/30/2012 0 0  75,051(12) 
3/29/2013 0 0  32,865(14) 
3/29/2013 0 0 43,820(14) 
8/30/2013 586(21) 30,683 0 


36 


Equity 
Incentive 
Plan 
Awards: 
Market 
or Payout 
Value of 
Unearned 
Shares, 
Units or 
Other 
Rights 
That 
Have Not 
Vested 
($)(23) 


0 

0) 
9,920,073 
2,728,637 
7,932,540 
2,706,855 
6,097,793 


0 

0 
4,343,367 
21,273,606 
4,437,877 


oooo 


1,684,107 
3,929,670 
1,720,811 
2,294,415 

0 


Name 


Nicholas Coe 


Stuart B. 


Option Awards 


Number of Number of 


Securities 


Securities 


Underlying Underlying 


Unexercised Unexercised Underlying Option 


Equity 
Incentive 
Plan 
Awards: 
Number of 
Securities 


Unexercised Exercise Option 


Options (#) 


($) 


Expiration Grant 
Date Date 


Restricted Stock Awards 


Burgdoerfer .. . . 3/31/2011 


(1) 
(2) 
(3) 
(4) 


(5) 


(6) 


(7) 


(8) 
(9) 


o 


28.18 
44.30 
44.66 


Options Options 
Grant Exercisable Unexercisable Unearned Price 
Date (#) (#) 
attained 3/30/2012 0 13,965(4) 
3/29/2013 0 31,068(6) 
0 31,935(8) 
3/30/2012 0 27,085(4) 
3/29/2013 0 27,676(6) 


Options vest 100% on March 31, 2014. 
Options vest 25% on January 26, 2015, 37.5% on January 26, 2016 and 37.5% on January 26, 2017. 


Options vest 20% on March 30, 2014, 20% on March 30, 2015, 30% on March 30, 2016 and 30% 


March 30, 2017. 


Options vest 20% on January 31, 2015, 20% on January 31, 2016, 30% on January 31, 2017 and 30% 


January 31, 2018. 


Options vest 20% on March 29, 2015, 20% on March 29, 2016, 30% on March 29, 2017 and 30% 


March 29, 2018. 


Options vest 20% on January 30, 2016, 20% on January 30, 2017, 30% on January 30, 2018 and 30% 


January 30, 2019. 


3/30/2022 
3/29/2023 
7/4/2011 
3/30/2012 
3/30/2012 
3/29/2013 
3/29/2013 


3/31/2021 

3/30/2022 

3/29/2023 
3/31/2011 
3/30/2012 
3/30/2012 
3/29/2013 


Options vest 50% on January 27, 2015 and 50% on January 27, 2016. 


Equity 
Incentive 
Plan 
Awards 
Number 
of 
Number Unearned 
of Shares Market Shares, 
or Units Value of Units or 
of Stock Sharesor Other 
That Units of — Rights 
Have Stock That That 
Not Have Not Have Not 
Vested Vested Vested 
(#) ($)(23) (#) 
23,338(22) 1,221,978 0 
0 0  13,966(12) 
0 0  37,242(12) 
0 0 31,068(14) 
0 0 103,560(14) 
31,936(17) 1,672,169 0 
0 0 = 27,085(12) 
0 0 49,657(12) 
0 0  27,676(14) 


Options vest 25% on March 31, 2014, 37.5% on March 31, 2015 and 37.5% on March 31, 2016. 
Shares vest 50% on January 27, 2015 and 50% on January 27, 2016. 
(10) Shares vest 100% on March 31, 2014. 


Equity 
Incentive 
Plan 
Awards: 
Market 
or Payout 
Value of 
Unearned 
Shares, 
Units or 
Other 
Rights 
That 
Have Not 
Vested 
($)(23) 


0 

731,260 
1,949,991 
1,626,720 
5,422,402 


0 
1,418,171 
2,600,041 
1,449,115 


on 


on 


on 


on 


(11) 20% of the shares vested on January 26, 2014, subject to achievement of a performance condition. 
Remaining shares vest 20% on January 26, 2015, 30% on January 26, 2016 and 30% on January 26, 2017, 
also subject to achievement of a performance condition. 
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(12) Subject to achievement of a performance condition, shares vest 20% on March 30, 2014, 20% on March 30, 
2015, 30% on March 30, 2016 and 30% on March 30, 2017. 


(13) Subject to achievement of a performance condition, shares vest 20% on January 31, 2015, 20% on 
January 31, 2016, 30% on January 31, 2017 and 30% on January 31, 2018. 


(14) Subject to achievement of a performance condition, shares vest 20% on March 29, 2015, 20% on March 29, 
2016, 30% on March 29, 2017 and 30% on March 29, 2018. 


(15) Subject to achievement of a performance condition, shares vest 20% on January 30, 2016, 20% on 
January 30, 2017, 30% on January 30, 2018 and 30% on January 30, 2019. 


(16) Shares vest 50% on March 31, 2014 and 50% on March 31, 2015. 

(17) Shares vest 25% on March 31, 2014, 37.5% on March 31, 2015 and 37.5% on March 31, 2016. 
(18) Shares vest 100% on March 4, 2014. 

(19) Shares vest 100% on September 2, 2014. 

(20) Shares vest 100% on March 2, 2015. 

(21) Shares vest 100% on August 30, 2016. 

(22) Shares vest 25% on July 4, 2014, 37.5% on July 4, 2015 and 37.5% on July 4, 2016. 


(23) Market value based on the $52.36 fair market value of a share of Common Stock on the last trading day of 
the fiscal year (January 31, 2014). 
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Option Exercises and Stock Vested Information for Fiscal 2013 


The following table provides information relating to Option Awards exercised and RSU Awards vested 
during the fiscal year ended February 1, 2014. 


Option Awards Restricted Stock Awards 
Number of Number of 
Shares Value Shares Value 

Acquired on Realized on Acquired on Realized on 
al Bremer (s) eeree i) Neeting @)  Nesune (10), 
Leshe-H Wexn6r s 4 u« se seduita des eet en ane edaates 503,770 $19,510,105 176,933 $ 8,362,045 
sharen.J: Tumey” c/2¢. Seite os fu diane btn Bee ods 139,854 5,638,862 338,347 15,110,577 
Charles McGuigan. « . ascd ph eats oa eked ees eed 18,253 520,710 27,724 1,259,659 
Nicholas C06 ...0si240s3 30 cde beends aeeeces 0 0) 5,831 286,885 
Stuart B. Burgdoerfer ................... 00.00.00. 76,799 2,795,606 38,822 1,735,356 


(1) Option Award Value Realized is calculated based on the difference between (a) the sale price and the option 
exercise price for shares that were sold upon exercise and (b) the closing price on the day prior to the date of 
exercise and the option exercise price for shares that were held upon exercise. 


(2) Restricted Stock Award Value Realized is calculated based on the closing stock price on the date the RSUs 
vested. 
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Retirement and Other Post-Employment Benefits 


Non-qualified Deferred Compensation for Fiscal 2013(1) 


Aggregate 

Executive Registrant Aggregate Aggregate Balance at 

Contributions Contributions Earningsin Withdrawals/ Last Fiscal 

in Last Fiscal in Last Fiscal Last Fiscal Distributions Year End 
a veri). vere). Jorm®. Oe) _ 0e 
Leslie H. Wexner .................. $178,886 $878,365 $993,180 $0 $21,855,368 
Sharen:J: TUMey  sccsccns ste de Sees 530,003 505,763 662,593 0 = 16,877,186 
Charles C. McGuigan .............. 64,426 338,860 138,028 0 3,125,683 
Nicholas Coe .......... 020.000 74,013 197,529 9,949 0 357,820 
Stuart B. Burgdoerfer .............. 52,507 247,571 80,407 0 1,847,186 
(1) Amounts disclosed include non-qualified cash deferrals, Company matching contributions, retirement 


(2) 


(3) 


(4) 


(5) 


(6) 


credits and earnings under the Company’s Supplemental Retirement Plan (a non-qualified defined 
contribution plan) and stock deferrals and related reinvested dividend earnings under the 1993 Plan and 
2011 Plan. Executive Contributions and related matching Registrant Contributions represent 2013 calendar 
year deferrals and matches on incentive compensation payments earned based on performance for the Fall 
2012 season, which was paid in March 2013, and for the Spring 2013 season, which was paid in August 
2013. 


All of the contributions are reported in the 2013 Summary Compensation Table under the “Salary” and/or 
“Non-Equity Incentive Plan Compensation” columns. 


Reflects the Company’s 200% match of associate contributions of up to 3% of base salary and bonus above 
the IRS qualified plan maximum compensation limit and the Company’s retirement contribution of 6% for 
less than 5 years of service or 8% for 5 or more years of service of compensation above the IRS qualified 
plan maximum compensation limit. Associates become fully vested in these contributions after six years of 
service. These contributions are also included under the “All Other Compensation” column of the 2013 
Summary Compensation Table. 


Non-qualified deferred cash compensation balances earn a fixed rate of interest determined prior to the 
beginning of each year. For fiscal 2013, the rate was 4.84%. The portion of the earnings on deferred cash 
compensation that exceeds 120% of the applicable federal long term rate in the amount of $410,405, 
$235,835, $57,036, $4,111 and $33,226 for Mr. Wexner, Ms. Turney and Messrs. McGuigan, Coe and 
Burgdoerfer, respectively, is disclosed in the “Change in Pension Value and Non-qualified Deferred 
Compensation Earnings” column of the 2013 Summary Compensation Table. 


Amount includes dividends earned on deferred stock and RSU balances in the amount of $91,873 for 
Ms. Turney. Dividends are reinvested into additional stock units based on the closing market price of 
Common Stock on the dividend payment date. 


Participants may elect to receive the funds in a lump sum or in up to ten annual installments following 
termination of employment, but generally may not make withdrawals during their employment. Deferrals 
under the Supplemental Retirement Plan, the 1993 Plan and the 2011 Plan are unfunded. 


Balance includes the value of deferred stock and RSUs at calendar year-end in the amount of $4,062,102 for 
Ms. Turney. Value is calculated based on a stock price of $52.36 per share of Common Stock on January 31, 
2014. 


Estimated Post-Employment Payments and Benefits 


We have entered into certain agreements with our NEOs that will require us to provide compensation in the 


event of a termination of employment, including a termination following a change in control of our Company. 
Mr. Wexner is not covered by such an agreement but is entitled to certain termination compensation under the 
terms of our benefit and stock plans. The following tables set forth the expected benefits to be received by each 
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NEO in the event of his or her termination resulting from various scenarios, assuming a termination date of 
February 1, 2014 and a stock price of $52.36, the price of our Common Stock on January 31, 2014. Each scenario 
relates to the single termination event described and amounts are not cumulative in situations where multiple 
scenarios may apply. 


Assumptions and explanations of the numbers set forth in the tables below are set forth in additional text 
following the tables.) 


Leslie H. Wexner 


Involuntary 
SVAlUntEy ool REO ye 
Voluntary w/out & Signed Change in 
Resignation Release Release Control Death Disability Retirement 
_§ 8 8 DD 
Base Salary .......... $ 0 $ O$ 0$ 0$ 0$ 0$ 0 
Bonus(2) ............ 0 0 0 0) 0 0 0 
Gain of Accelerated 
Stock Options(3) .... 0) 0 O 8,962,785 8,962,785 8,962,785 0 
Value of Pro-rated or 
Accelerated 
RSUS(3) c322eseR200 0 0 15,253,463 42,666,960 42,666,960 42,666,960 15,253,463 
Benefits and 
Perquisites(4) ...... 0 0 0 Q 2,000,000 706,000 0 
Tax Gross-Up ........ N/A N/A N/A N/A N/A N/A N/A 
MOtAL. 4.4 che nth Genk arch es $ 0 $ 0 $15,253,463 $51,629,745 $53,629,745 $52,335,745 $15,253,463 
Sharen J. Turney 
Involuntary 
‘Voluntary wGood Reason Wut Cause 
Voluntary w/out & Signed Change in 
Resignation —_ Release Release Control Death Disability Retirement 
($) ($) ($) ($) ($) $) ($) 
Base Salary ......... $ 0 $1,442,000 $ 2,884,000 $ 2,884,000 $ 0$ 0$ 0 
Bonus(2)............ 0 QO 2,595,600 3,855,852 0 0 0 
Gain of Accelerated 
Stock Options(3) ... 0 0 0 3,663,071 3,663,071 3,663,071 0 
Value of Pro-rated or 
Accelerated 
RSUs(3) .......... 0 0 23,907,105 62,933,526 62,933,526 62,933,526 23,907,105 
Benefits and 
Perquisites(4) ...... 7,086 19,605 25,865 25,865 5,000,000 1,452,216 7,086 
Tax Gross-Up........ N/A N/A N/A N/A N/A N/A N/A 
TOtal cscneg saw eee wes $7,086 $1,461,605 $29,412,570 $73,362,314 $71,596,597 $68,048,813 $23,914,191 
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Charles C. McGuigan 


Involuntary 
‘Voluntary w/Good Reason Wut Cause 
Voluntary w/out & Signed Change in 
Resignation _Release Release Control Death Disability Retirement 
CG 
Base Salary ........... $ 0 $978,500 $1,957,000 $ 1,957,000 $ 0$ 0$ 0 
Bonus(2) cee es 0 O 1,272,050 2,741,116 0) 0 0 
Gain of Accelerated Stock 
Options(3) .......... 0 0 0 1,902,082 1,902,082 1,902,082 0 
Value of Pro-rated or 
Accelerated 
RSUS(3) cecscetete tina 0 0 4,305,668 12,904,907 12,904,907 12,904,907 4,305,668 
Benefits and 
Perquisites(4) ........ 0 10,449 15,673 15,673 = 2,935,500 562,237 0 
Tax Gross-Up ......... N/A N/A N/A N/A N/A N/A N/A 
Total sce Soka eek eet $ 0 $988,949 $7,550,391 $19,520,778 $17,742,489 $15,369,226 $4,305,668 


Nicholas Coe 


Involuntary 
‘Voluntary wGood Reason Wout Canse 
Voluntary w/out & Signed Change in 
Resignation __Release Release Control Death Disability Retirement 
($) ($) ($) ($) ($) ($) ($) 
Base Salary ............ $ 0 $925,000 $1,850,000 $ 1,850,000 $ 0$ 0 $ 0 
Bonus(2) .............- 0) 0 1,202,500 2,910,058 0 0 0 
Gain of Accelerated Stock 
Options(3) ........... 0 0 0) 351,744 351,744 351,744 0 
Value of Pro-rated or 
Accelerated RSUs(3) .. 0) 0 2,641,771 10,952,351 10,952,351 10,952,351 0 
Benefits and 
Perquisites(4) ........ 0 11,953 17,929 17,929 2,011,507 710,746 0 
Tax Gross-Up .......... N/A N/A N/A N/A N/A N/A N/A 
Total swe eeaaicace dat $ 0 $936,953 $5,712,200 $16,082,082 $13,315,602 $12,014,841 $ 0 
Stuart B. Burgdoerfer 
Involuntary w/out Cause or Involuntary 
Voluntary w/Good Reason “following 
Voluntary w/out & Signed Change in 
Resignation _ Release Release Control Death Disability Retirement 
—_ >...) 
Base Salary .............. $ 0 $824,000 $1,648,000 $ 1,648,000 $ 0$ 0 $ 0 
Bonus(2) ............000- 0 0 1,030,000 2,159,904 0 0 0 
Gain of Accelerated Stock 
Options(3) ............. 0 0 O 1,203,458 1,203,458 1,203,458 0 
Value of Pro-rated or 
Accelerated RSUs(3) .... 0 O 2,481,393 = 7,139,495 7,139,495 7,139,495 0 
Benefits and 
Perquisites(4) .......... 0 12,262 18,393 18,393 1,648,000 434,066 0 
Tax Gross-Up ............ N/A N/A N/A N/A N/A N/A N/A 
MBOUAL: czpaiectta ts 4.ees, eonbentnane ears $ 0 $836,262 $5,177,786 $12,169,250 $9,990,953 $8,777,019 $ 0 
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(1) Assumes a termination date of February 1, 2014. 


(2) Bonus amounts assumed at target. Under “Involuntary w/out Cause or Voluntary w/Good Reason” 
termination scenarios, actual bonus payments would be equal to the bonus payment the NEO would have 
received if he or she had remained employed with the Company for a period of one year after the 
termination date of February 1, 2014. Under an “Involuntary w/out Cause following Change in Control,” 
bonus payments for Ms. Turney and Messrs. McGuigan, Coe and Burgdoerfer will be equal to the sum of 
the last four seasonal bonus payments received. 


(3) Reflects the value of unvested RSUs and stock options that, subject to achievement of pre-established 
performance conditions, would become vested based on the $52.36 fair market value of a share of Common 
Stock on the last trading day of the fiscal year (January 31, 2014). 


(4) Estimates for benefits and perquisites include the continuation of medical, dental and other insurance 
benefits. Under the “Death” and “Disability” scenarios, includes proceeds from life and disability insurance 
policies and the value of unvested retirement plan balances that would become vested. 


Assumptions and Explanations of Numbers in Tables 


The Compensation Committee retains discretion to provide, and in the past has provided, additional benefits 
to NEOs upon termination or resignation if it determines the circumstances so warrant. 


The tables do not include the payment of the aggregate balance of the NEO’s non-qualified deferred 
compensation that is disclosed in the Non-qualified Deferred Compensation for fiscal 2013 table above. 


Confidentiality, Non-Competition and Non-Solicitation Agreements 


As a condition to each NEO’s entitlement to receive certain severance payments and equity vesting 
acceleration upon certain termination scenarios, the NEO is required to execute a release of claims against us and 
shall be bound by the terms of certain restrictive covenants, including non-competition and non-solicitation 
agreements which prohibit the NEO from soliciting or diverting any current or potential employee, customer, or 
supplier or competing with any of our businesses in which he or she has been employed for a period of one year 
from the date of termination. 


Termination Provisions—Definitions of Cause and Good Reason 


The employment agreements for all NEOs other than Mr. Wexner, who does not have an employment 
agreement, contain customary definitions of cause and good reason. “Cause” generally means that the NEO 
(1) willfully failed to perform his or her duties with the Company (other than a failure resulting from the NEO’s 
incapacity due to physical or mental illness); (2) has plead “guilty” or “no contest” to or has been convicted of an 
act which is defined as a felony under federal or state law; or (3) engaged in willful misconduct in bad faith 
which could reasonably be expected to materially harm the Company’s business or its reputation. 


“Good Reason” generally means (1) the failure to continue by the NEO in a capacity originally 
contemplated in the NEO’s employment agreement; (2) the assignment to the NEO of any duties materially 
inconsistent with the NEO’s position, duties, authority, responsibilities or reporting requirements, as set out in his 
or her employment agreement; (3) a reduction in or a material delay in payment of the NEO’s total cash 
compensation and benefits from those required to be provided; (4) the requirement that the NEO be based outside 
of the United States, other than for travel that is reasonably required to carry out the NEO’s duties; or (5) the 
failure by the Company to obtain the assumption in writing of its obligation to perform the employment 
agreement by a successor. 
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Payments Upon a Termination in Connection with a Change in Control 


A Change in Control of the Company will be deemed to have occurred upon the first to occur of any of the 
following events: 


a) any person, together with all affiliates, becomes a beneficial owner of securities representing 33% or 
more of the combined voting power of the voting stock then outstanding; 


b) during any period of 24 consecutive months, individuals who at the beginning of such period constitute 
the Board cease for any reason to constitute a majority of directors then constituting the Board; 


c) areorganization, merger or consolidation of the Company is consummated, unless more than 50% of 
the outstanding shares of Common Stock are beneficially owned by individuals and entities who owned 
Common Stock just prior to the such reorganization, merger or consolidation; or 


d) the consummation of a complete liquidation or dissolution of the Company. 
No Tax Gross-up 


In the event of a termination following a Change in Control, none of our NEOs is entitled to reimbursement 
or gross-up for any excise taxes that may be imposed under Section 280G of the Code. 
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Fiscal 2013 Director Compensation 


The following table sets forth compensation earned by the individuals who served as directors of the 


Company during fiscal 2013(1). 


Fees Earned or Stock 
Paid in Cash Awards 
Name — 82). _ OE) __ Total (oy 
EB. Gordon Gee: 6.05. 520263 2 san acess bbeds db yeks Gee ete tess $100,000 $100,038 $200,038 
De@nnrSS IS rSelns x, Sie leciaeci ache scot. Sari ade. deee atin (Stele Gena hecloecyGind. sine dete eng eee 100,000 100,038 200,038 
James: 1i., Heskett. «22640505005 dat GAR sO Oe ee sae dee Soe 38,530 0 38,530 
Doniia Ay James 2516550 5 dog dibs dda sch acaecdiav sta! aunseaictdcasdne a a desde badeaiee. 4 142,500 122,502 265,002 
David TV. Kollat.s.5.4.0265-iaiudd2+btoabtaed $tdacd bia debts 135,508 125,003 260,511 
William R. Loomis, Jr... 2. eee ee eens 100,000 100,038 200,038 
Jehirey MIG heat elect oh Gare neg each oats Sea eed se 112,500 112,543 = 225,043 
Michael G. Morris ......0. 0.000. eee eee eens 102,500 102,539 205,039 
Allan R. Tesslet :.5.2.3.0% 43-4 Siac dco ts bata bode whe eg Se 167,500 147,512 315,012 
Abigail’ S,“ Wexner 2 Aiveises, dct daia date dude tee, eh aa ardeeatian aay hee ant 120,000 110,042 230,042 
Raymond Zimmerman ........... 0.0. cece eee eens 112,500 = 112,543 225,043 
(1) Directors who are also associates receive no additional compensation for their service as directors. Our 


(2) 


(3) 


current Board of Directors’ compensation plan does not provide for stock option awards, non-equity 
incentive plan compensation, pension or non-qualified deferred compensation. At the end of four years of 
membership on the Board of Directors, each member must maintain ownership of Common Stock equal to 
the amount of Common Stock received as director compensation over the four-year period. 


Directors receive an annual cash retainer of $90,000; directors receive an additional annual cash retainer of 
$12,500 for membership on the Audit and Compensation Committees and $10,000 for all other committee 
memberships; the Audit Committee Chair receives an additional $20,000; the Compensation Committee 
Chair receives an additional $15,000; and other committee chairs receive $10,000; the lead independent 
director receives an additional cash retainer of $15,000. 


Directors receive an annual stock retainer worth $90,000; directors receive an additional annual stock grant 
worth $12,500 for membership on the Audit and Compensation Committees and worth $10,000 for other 
committee memberships; the lead independent director receives an additional stock retainer of $15,000. 
Stock retainers were granted under the 2003 Stock Award and Deferred Compensation Plan for Non- 
Associate Directors. The number of shares issued is calculated based on the fair market value of Common 
Stock on the date the shares were issued. The value of stock awards reflects the aggregate grant date fair 
value, excluding estimated forfeitures, computed in accordance with ASC, Topic 718 Compensation-Stock 
Compensation, for each award. See Note 19 to the Company’s financial statements filed in the Company’s 
2013 Annual Report on Form 10-K for a discussion of our assumptions in determining the aggregate grant 
date fair value of these awards. 
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Equity Compensation Plan Information 


The following table summarizes share and exercise price information about the Company’s equity 


compensation plans as of February 1, 2014. 


(a) Number of 
securities to be issued (b) Weighted-average 
upon exercise of exercise price of 
outstanding options, outstanding options, 
Plan category warrants and rights warrants and rights 
Equity compensation plans approved by 
security holders(1) .............0.000 005 14,386,829 $29.14(2) 
Equity compensation plans not approved by 
security holders ....................005. 0 0 
Tota) v3 sttiteseta Kian earns eas 14,386,829 $29.14 


(1) Includes the 2011 Plan and the 1993 Plan (2009 Restatement). 


(c) Number of securities 
remaining available for 
future issuance under 
equity compensation 
plan (excluding 
securities reflected in 
column (a)) 


13,921,656 


0 
13,921,656 


(2) Does not include outstanding rights to receive Common Stock upon the vesting of RSU awards or 


settlement of deferred stock units. 
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REPORT OF THE COMPENSATION COMMITTEE 


The Compensation Committee of the Company’s Board of Directors is composed of three directors who are 
independent, as defined under the rules of the Commission and NYSE listing standards. Additionally, each 
member of the Compensation Committee is an “outside director” within the meaning of Section 162(m) of the 
Code and a “non-employee director” with the meaning of Section 16b-3 under the Exchange Act. The 
Compensation Committee reviews the CD&A on behalf of the Board of Directors. 


The Compensation Committee has reviewed and discussed the CD&A with management, and based on the 
review and discussions, the Compensation Committee recommended to the Board of Directors that the CD&A be 
included in the Company’s annual report on Form 10-K for the year ended February |, 2014 and the Company’s 
proxy statement. 


Compensation Committee 
David T. Kollat, Chair 


Jeffrey H. Miro 
Michael G. Morris 
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SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT 


The following table shows certain information about the securities ownership of all directors (and nominees) 


of the Company, the executive officers of the Company named in the “Summary Compensation Table” above 
and all directors and executive officers of the Company as a group. 


Number of Shares of Common 


Stock Beneficially 

Name of Beneficial Owner Owned(a)(b) Percent of Class 

Stuart B. Burgdoerfer 2.0.0... cece ee ccc ee cena e eas 81,286(c) 

Nicholas! COG: 2.50662 i346 8. dogs. ees did Reith Behe peavnce doe baleen BR 2,790 

E: Gordon Gee: «2546 och eee fae SARA Cea be Seda) ERE Beas 4,765(d) 

Dennis: Se ets cz goa dese ade eased noe $a eta ew aoe Sete ghana 10,311,852(da)() 3.55% 

Donna A..James’: . 46-0) ¢0084e4¢0idseeddedcdeaek booed teaees 48,471(d) F 

David T. KOllat nc44 42,6 edan ak hes ER AN Soe eee 113,680 

William R. Loomis, Jr. 2.0... eens 80,246(d) 

Charles McGuigan. 024.0425 aed sisone act oa he Ged eee atx 42,542(c) 

Jetirey Fei Mir0: cosine epee heed, oe sb Eo eda Sedat 89,147(d) 

Michaell'G.IMOrtts: «2 «2.5 4.2.3 save goa eels ace Aen Siew We, 2a 12,057(d) 

stephen De Stemout sc. 34 cecien ¢24.g betieau oy oo de ee OeGd ween) 0 

PMam Rs RESSIEI sa: cece soe Seth cd the besancescd ae nea ek wt eats sees tena es ayrcven a avian ee 80,650 

Sharen.J: TuUrmey  s4i-6. 0 bténeeinlsiaschta ek pede bt oedaeeaey 685,094(c)(e) 

Abigail: WORMED 4.0034 -.cy0. ace Hoth woe ea ae eae aoe oN 13,729,390(g) 4.72% 

Leshe H: Wexner ... 6.4 cce-i5 eee ae eeau es dad da seer’ Cee ean 48,834,454(c)(h)(G) 16.79% 

Raymond ZiIMMEMMan... o.05-4.6 ee ine ed pede wage ade Rae eae 123,281(d)G) 

All directors and executive officers as a group .................. 50,465,344(c)-(j) 17.35% 

* Less than 1%. 

(a) Unless otherwise indicated, each named person has voting and investment power over the listed shares and 
such voting and investment power is exercised solely by the named person or shared with a spouse. None of 
the listed shares have been pledged as security or otherwise deposited as collateral. 

(b) Reflects beneficial ownership of shares of Common Stock, and shares outstanding, as of February 1, 2014. 

(c) Includes the following number of shares issuable within 60 days of February 1, 2014, upon the exercise or 
vesting of outstanding stock awards: Mr. Burgdoerfer, 21,378; Mr. McGuigan, 37,049; Ms. Turney, 
351,897; Mr. Wexner, 1,720,080; and all directors and executive officers as a group, 2,193,882. 

(d) Includes the following number of deferred stock units credited to directors’ accounts under the 2003 Stock 
Award and Deferred Compensation Plan for Non-Associate Directors that could be convertible into 
Common Stock within 60 days after termination from the Board: Dr. Gee, 3,809; Mr. Hersch, 59,711; 
Ms. James, 27,812; Mr. Loomis, 75,682; Mr. Miro, 68,608; Mr. Morris, 1,947; Mr. Zimmerman, 81,800; 
and all directors as a group, 319,369. Mr. Morris has elected to receive pay-out of his deferred stock units 
over three years, and his total represents 1/3 of the units which he would be owed upon his termination from 
the Board. 

(e) Includes the following number of deferred stock units credited to executives’ accounts under the Company’s 
Supplemental Retirement Plan that could be convertible into Common Stock within 60 days after 
termination of employment with the Company: Ms. Turney, 77,580; and all executives as a group, 97,755. 

(f) Includes 1,257,255 shares held by The Linden East Trust, for which Mr. Hersch is trustee and shares voting 
and investment power with Mr. Wexner and Mrs. Wexner, and 8,992,886 shares held by The Linden West 
Trust, for which Mr. Hersch is trustee and shares voting and investment power with Mr. Wexner. 

(g) Excludes 35,105,064 shares beneficially owned by Mr. Wexner as to which Mrs. Wexner disclaims 


beneficial ownership. Includes 1,257,255 shares held by The Linden East Trust, as to which Mrs. Wexner 
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(h) 


(i) 


Q@) 


shares voting and investment power with Mr. Hersch; 478,115 shares held by The Wexner Children’s Trust 
II; 1,741,741 shares held by The Wexner Family Charitable Fund; and 191,515 shares held by The Beech 
Trust, in each case, as to which Mrs. Wexner shares voting and investment power with Mr. Wexner. 
Includes 10,060,764 shares directly owned by Mrs. Wexner. 


Includes 1,814,435 shares held in the Savings and Retirement Plan (as of February 1, 2014), over which 
Mr. Wexner has investment but not voting power. 


Includes 1,257,255 shares held by The Linden East Trust, 8,992,886 shares held by The Linden West Trust, 
478,115 shares held by The Wexner Children’s Trust II; 1,741,741 shares held by The Wexner Family 
Charitable Fund; and 191,515 shares held by The Beech Trust. Mr. Wexner shares voting and investment 
power with Mrs. Wexner with respect to shares held by The Linden East Trust, The Wexner Children’s 
Trust II, The Wexner Family Charitable Fund and The Beech Trust, and shares voting and investment power 
with Mr. Hersch with respect to shares held by The Linden East Trust and The Linden West Trust. Includes 
4,892,608 shares held by the Wexner Personal Holdings Corporation, of which Mr. Wexner is the sole 
stockholder, director and officer. Includes 10,060,764 shares directly owned by Mrs. Wexner, as to which 
Mr. Wexner may be deemed to share voting and investment power. Includes 17,685,055 shares directly 
owned by Mr. Wexner. 


Includes 2,400 shares which are Mr. Zimmerman’s pro rata share of 7,200 shares owned by a corporation of 
which Mr. Zimmerman is president and a 33% stockholder. 
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 


The Company’s executive officers and directors, and persons who own more than 10% of a registered class 
of the Company’s equity securities, must file reports of ownership and changes in ownership of the Company’s 
equity securities with the Commission. Copies of those reports must also be furnished to the Company. Based 
solely on a review of the copies of reports furnished to the Company and written representations of the 
Company’s executive officers and directors that no other reports were required, we believe that during fiscal 
2013 our executive officers, directors and greater than 10% beneficial owners complied with these filing 
requirements, other than Mr. Burgdoerfer and Mr. Coe, who each filed one Form 4 reporting one transaction two 
days late, due to an inadvertent administrative error. 
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SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS 


The following table sets forth the names of all persons who, as of the dates indicated below, were known by 
the Company to be the beneficial owners (as defined in the rules of the Commission) of more than 5% of the 
shares of Common Stock. 


Amount Percent 
Beneficially of 
Name and Address of Beneficial Owner Owned Class 
Me Sie MMA WWEXTIST CI): 5555. aih 9s oecyeice. hte tee Saka dinars. site iguaprevse ay ensoreny SE attests ASCE Fee ws Ge sSycavinifobanared i eh 48,834,454 16.79% 


Three Limited Parkway 
P.O. Box 16000 
Columbus, OH 43216 


PRIMECAP Management Company(2) .......... 0.0.0 eee eee 20,131,389 6.94% 
225 South Lake Ave., #400 
Pasadena, CA 91101 


The Vanguard Group(3): sccscac8 4 pik sGoas vemeind bya bey abil d daa pede eee eed 16,381,996 5.64% 
100 Vanguard Blvd. 
Malvern, PA 19355 


(1) As of February 1, 2014. For a description of Mr. Wexner’s beneficial ownership, see “Security Ownership 
of Directors and Management” on pages 48 and 49. 


(2) As of December 31, 2013, based on information set forth in the Schedule 13G/A filed February 14, 2014 by 
PRIMECAP Management Company. PRIMECAP Management Company has sole dispositive power over 
20,131,839 shares and sole voting power over 7,637,467 shares. 


(3) As of December 31, 2013, based on information set forth in the Schedule 13G filed February 11, 2014 by 
The Vanguard Group Inc. The Vanguard Group has sole dispositive power over 16,011,264 shares and sole 
voting power over 399,527 shares, and has shared dispositive power over 370,732 shares. 
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REPORT OF THE AUDIT COMMITTEE 


As provided in our written charter, the Audit Committee is instrumental in the Board’s fulfillment of its 
oversight responsibilities relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s 
compliance with legal and regulatory requirements, (iii) the qualifications, independence and performance of the 
Company’s independent auditors and (iv) the performance of the Company’s internal audit function. We have the 
sole authority to appoint, compensate, retain, oversee and terminate the Company’s independent auditors. We 
pre-approve the audit services and non-audit services to be provided by the Company’s independent auditors. In 
addition, we evaluate the independent auditors’ qualifications, performance and independence and present our 
conclusions with respect to the independent auditors to the full Board on at least an annual basis. 


It is not the duty of the Audit Committee to plan or conduct audits or to determine that the Company’s 
financial statements are complete and accurate and are in accordance with generally accepted accounting 
principles. This is the responsibility of management and the independent auditors. Furthermore, while we are 
responsible for reviewing the Company’s policies and practices with respect to risk assessment and management, 
it is the responsibility of the CEO and senior management to determine the appropriate level of the Company’s 
exposure to risk. 


We have reviewed and discussed the Company’s audited financial statements as of and for the year ended 
February 1, 2014 and met with both management and our independent auditors to discuss the financial 
statements. Management has represented to us that the financial statements were prepared in accordance with 
generally accepted accounting principles. We have reviewed with the internal auditors and independent auditors 
the overall scope and plans for their respective audits. We also met with the internal auditors and independent 
auditors, with and without management present, to discuss the results of their examinations and their evaluations 
of the Company’s internal controls. 


We have also discussed with the independent auditors all matters required to be discussed with audit 
committees under applicable auditing and regulatory standards. The Company’s independent auditors also 
provided to us the written disclosures and the letter required by applicable requirements of the Public Company 
Accounting Oversight Board regarding the independent auditor’s communications with the audit committee 
concerning independence, and we discussed with the independent auditors their independence from the 
Company. We considered whether the provision of non-audit services by the independent auditors to the 
Company is compatible with maintaining their independence. 


Based on the reviews and discussions summarized in this Report, and subject to the limitations on our role 
and responsibilities, certain of which are referred to above and in the Audit Committee charter, we recommended 
to the Board that the Company’s audited financial statements be included in our annual report on Form 10-K for 
the year ended February 1, 2014 for filing with the Commission. 


We have appointed Ernst & Young LLP as the Company’s independent registered public accountants. 


Audit Committee 


Donna A. James, Chair 
David T. Kollat 
Allan R. Tessler 
Raymond Zimmerman 
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INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


During our 2013 fiscal year, Ernst & Young LLP served as the Company’s independent registered public 
accountants and in that capacity rendered an opinion on our consolidated financial statements as of and for the 
fiscal year ended February 1, 2014. The Audit Committee annually reviews the selection of independent 
registered public accountants and has selected Ernst & Young LLP as the Company’s independent registered 
public accountants for the current fiscal year. 


Audit Fees 


The aggregate audit fees payable to Ernst & Young LLP for the fiscal years ended 2013 and 2012 were 
approximately $3,863,000 and $4,174,000, respectively. These amounts include fees for professional services 
rendered by Ernst & Young LLP in connection with the audit of our consolidated financial statements and 
reviews of our unaudited consolidated interim financial statements as well as fees for services that generally only 
the independent auditor can reasonably be expected to provide, including comfort letters and consultation 
regarding financial accounting and/or reporting standards. These amounts also include fees for services rendered 
in connection with the audit of our internal control over financial reporting and fees for services rendered in 
connection with statutory audits of our international subsidiaries’ financial statements. 


Audit Related Fees 


The aggregate fees for assurance and related services rendered by Ernst & Young LLP that were reasonably 
related to the audit of our consolidated financial statements for the fiscal years ended 2013 and 2012 were 
approximately $150,000 and $148,000, respectively. The fees under this category are for assurance and related 
services that are traditionally performed by the independent auditor and include audits of employee benefit plans, 
agreed upon procedures and other attest engagements. 


Tax Fees 


The aggregate fees for tax services rendered by Ernst & Young LLP for the fiscal years ended 2013 and 
2012 were approximately $733,000 and $745,000, respectively. Tax fees include tax compliance and advisory 
services. 


All Other Fees 


The aggregate fees for all other services rendered by Ernst & Young LLP for both fiscal years ended 2013 
and 2012 were $0. 


Pre-approval Policies and Procedures 


The Audit Committee pre-approves all audit and non-audit services to be provided by Ernst & Young LLP 
in a given fiscal year. 
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OTHER MATTERS 


The Board of Directors knows of no other matters to be brought before the annual meeting. However, if 
other matters should come before the meeting, each of the persons named as a proxy intends to vote in 
accordance with his or her judgment on such matters. 


STOCKHOLDER PROPOSALS FOR NEXT YEAR 


Stockholder Proposals Pursuant to Rule 14a-8 


Proposals submitted for inclusion in the proxy statement for the 2015 annual meeting must be received by 
the Secretary of the Company at our principal executive offices on or before the close of business on 
November 26, 2014. 


Other Stockholder Proposals 


If a stockholder intends to present a proposal or nominate a person for election as a director at the 2015 
annual meeting other than as described above, the stockholder must comply with the requirements set forth in our 
Bylaws. The Bylaws require, among other things, that the Secretary receive written notice of the intent to present 
a proposal or nomination no earlier than February 21, 2015 and no later than March 23, 2015. The notice must 
contain the information required by the Bylaws. 


SOLICITATION EXPENSES 
We are soliciting this proxy on behalf of our Board of Directors and will bear the solicitation expenses. Our 
directors or employees may solicit proxies by telephone, facsimile and personal solicitation, in addition to the use 
of the mail. We will, upon request, reimburse banks, brokerage houses and other institutions, nominees, and 


fiduciaries for their expenses in forwarding proxy materials to beneficial owners. 


By Order of the Board of Directors, 


Leslie H. Wexner 
Chairman of the Board 
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PARTI 
ITEM 1. BUSINESS. 


General 


L Brands, Inc. (“we’” or “the Company’) operates in the highly competitive specialty retail business. Founded in 
1963 in Columbus, Ohio, we have evolved from an apparel-based specialty retailer to a segment leader focused 
on women’s intimate and other apparel, personal care and beauty categories that make customers feel sexy, 
sophisticated and forever young. We sell our merchandise through company-owned specialty retail stores in the 
United States (“U.S.”), Canada and the United Kingdom (“U.K.”), which are primarily mall-based, and through 
websites, catalogue and international franchise, license and wholesale partners. 


Victoria’s Secret 


Victoria’s Secret, including Victoria’s Secret PINK, is the leading specialty retailer of women’s intimate and 
other apparel with fashion-inspired collections, prestige fragrances, celebrated supermodels and world-famous 
runway shows. We sell our Victoria’s Secret products at more than 1,000 Victoria’s Secret stores in the U.S., 
Canada and U.K. and online at www. VictoriasSecret.com . Additionally, Victoria’s Secret has more than 200 
stores and various small-format locations in more than 60 countries operating under franchise or wholesale 
arrangements. 


Bath & Body Works 


Bath & Body Works is one of the leading specialty retailers of home fragrance and personal care products 
including shower gels, lotions, soaps and sanitizers. We sell our Bath & Body Works products at more than 1,600 
Bath & Body Works stores in the U.S. and Canada and online at www.BathandBodyWorks.com . Additionally, 
Bath & Body Works has more than 50 stores in 14 countries operating under franchise arrangements. 


Other Brands 


La Senza is a specialty retailer of women’s intimate apparel. We sell our La Senza products at more than 150 La 
Senza stores in Canada and online at www.LaSenza.com . Additionally, La Senza has more than 330 stores in 30 
countries operating under franchise and licensing arrangements. 


Henri Bendel sells upscale accessory products through our New York flagship and 28 other stores, as well as 
online at www.HenriBendel.com . 


Acquisitions and Divestitures 

Express 

In July 2007, we completed the divestiture of 75% of our ownership interest in Express, Inc. (“Express’’) to 
affiliates of Golden Gate Capital. From May 2010 through July 2011, we sold 10.4 million shares of Express 


common stock and contributed our remaining 7.2 million shares of common stock to The Limited Brands 
Foundation. 


Limited Stores 


In August 2007, we completed the divestiture of 75% of our ownership interest in Limited Stores to affiliates of 
Sun Capital. In June 2010, we completed the divestiture of our remaining 25% ownership interest in Limited 
Stores. 


Third-party Apparel Sourcing Business 


On October 31, 2011, we divested 51% of our ownership interest in our third-party apparel sourcing business to 
affiliates of Sycamore Partners. We continue to retain an ownership interest which we account for as an equity 
method investee. 


Fiscal Year 


Our fiscal year ends on the Saturday nearest to January 31. As used herein, “2013”, “2011”, “2010” and “2009” 
refer to the 52-week periods ending February 1, 2014, January 28, 2012, January 29, 2011 and January 30, 2010, 
respectively. “2012” refers to the 53-week period ending February 2, 2013. 


Real Estate 
Company-owned Retail Stores 


Our company-owned retail stores are located in shopping malls, lifestyle centers and street locations in the U.S., 
Canada and U.K. As a result of our strong brand and established retail presence, we have been able to lease high- 
traffic locations in most retail centers in which we operate. Substantially all of our stores were profitable in 2013. 


The following table provides the retail businesses and the number of our company-owned retail stores in 
operation for each business as of February 1, 2014 and February 2, 2013. 


February 1, February 2, 
2014 


2013 
Victoria’ s:Secret Stores: US... 20 sae oseds tow eee vated ewes 1,060 1,019 
Bath & Body Works U.S. 2.0... eee 1,559 1,571 
har Senza Catlada::.. ec ce.o a8 bac aciiee Dats eka de nb hewa teed s 157 158 
Bath & Body Works Canada.................0 0000002 eee 79 71 
Victoria's. Secrét Canada: 0.4 acciics soon Svcs nat acd Oe wales bee as 34 26 
Henri Bendel 2 oii ck S 6:8, ceeds eee go oe bake ws Gods eee we 29 29 
Victoria's: Sectét U.K: ...366 edian bea oa be dbestiveaeadanvad 5 2 
Total: 222 na hied bd eb begun oe ee bd es Sea awe Oe nS 2,923 2,876 


The following table provides the changes in the number of our company-owned retail stores operated for the past 
five fiscal years: 


Beginning 
Fiscal Year of Year Opened Closed End of Year 
DOTS: cogcacerivniareneterglchectmighate dower LG vee sate a Rapes awre Gage 2,876 81 (34) 2,923 
QOL: bs ettca dott etiha che lak wee Soe ee me eee 2,941 48 (113) 2,876 
QOL Sinceceia ce lero hicgeguarde see accttee @ UGcene a eeteae eeeeeeerierieesd 2,968 40 (67) 2,941 
DOO! 4 crg.det.o:2.e eaioraeesec kee aecwte be Boece abo elecny aeeee es 2,971 44 (47) 2,968 
2009 26th hatte ee See Odes Ca See 3,014 59 (102) 2,971 


Franchise, License and Wholesale Agreements 


In addition to our company-owned stores, our products are sold at hundreds of franchise and other locations 
throughout the world. We have franchise, license and wholesale agreements with unaffiliated partners to operate 
Victoria’s Secret, Bath & Body Works and La Senza stores throughout the world. Under these agreements, third 
parties operate stores that sell our products under our brand names. We continue to increase the number of 
locations under these types of arrangements as part of our international expansion. 


The following table provides the number of our international stores operated by our partners for each business as 
of February 1, 2014 and February 2, 2013. 


February 1, February 2, 
2014 2013 


Victoria’s Secret Beauty and Accessories ................4-- 198 108 
Victoria’s Secret International ............... 20.2 eee ee eee 4 3 
Bath & Body Works International ......................0.0. 55 38 
Ica: Senza International: -jo:5.5.325 an0sceoa lee aces a peace ach odacestcpnla wonders 331 339 
Nota. osc di sees heed Shwe e Ahi eee eee kates 588 488 


Our Strengths 


We believe the following competitive strengths contribute to our leading market position, differentiate us from 
our competitors and will drive future growth: 


Industry Leading Brands 


We believe that our two flagship brands, Victoria’s Secret and Bath & Body Works, are highly recognized and 
others, including PINK and La Senza, exhibit brand recognition which provides us with a competitive advantage. 
These brands are aspirational at accessible price points and have a loyal customer base. These brands allow us to 
target markets across the economic spectrum, across demographics and across the world. 


e At Victoria’s Secret, we market products to the college-age woman with PINK and then transition her into 
glamorous and sexy product lines, such as Body by Victoria, Angels and Very Sexy. While bras and panties 
are the core of what we do, these brands also give our customers choices in loungewear, accessories, 
fragrances, personal care, swimwear and athletic attire. 


e Bath & Body Works caters to our customers’ entire well-being, providing shower gels and lotions, 
aromatherapy, soaps and sanitizers, home fragrance and personal care accessories. 


e In Canada, La Senza is a leader in young women’s intimate apparel. La Senza offerings include bras, 
panties, sleepwear, loungewear and accessories. 


In-Store Experience and Store Operations 


We view the customers’ in-store experience as an important vehicle for communicating the image of each brand. 
We utilize visual presentation of merchandise, in-store marketing, music and our sales associates to reinforce the 
image represented by the brands. 


Our in-store marketing is designed to convey the principal elements and personality of each brand. The store 
design, furniture, fixtures and music are all carefully planned and coordinated to create a unique shopping 
experience. Every brand displays merchandise uniformly to ensure a consistent store experience, regardless of 
location. Store managers receive detailed plans designating fixture and merchandise placement to ensure 
coordinated execution of the company-wide merchandising strategy. 


Our sales associates and managers are a central element in creating the atmosphere of the stores by providing a 
high level of customer service. 


Product Development, Sourcing and Logistics 


We believe a large part of our success comes from frequent and innovative product launches, which include bra 
launches at Victoria’s Secret and La Senza and new fragrance launches at Bath & Body Works. Our merchant, 
design and sourcing teams have a long history of bringing innovative products to our customers. Additionally, we 
believe that our sourcing function (Mast Global) has a long and deep presence in the key sourcing markets 
including those in the U.S. and Asia, which helps us partner with the best manufacturers and get high-quality 
products quickly. 


Experienced and Committed Management Team 


We were founded in 1963 and have been led since inception by Leslie H. Wexner. Our senior management team 
has a wealth of retail and business experience at L Brands, Inc. and other companies such as Neiman Marcus, 
The Gap, Inc., The Home Depot, Land’s End, Levi Strauss and Yum Brands. We believe that we have one of the 
most experienced management teams in retail. 


Additional Information 
Merchandise Suppliers 


During 2013, we purchased merchandise from approximately 900 suppliers located throughout the world. No 
supplier provided 10% or more of our merchandise purchases. 


Distribution and Merchandise Inventory 


Most of the merchandise and related materials for our stores are shipped to our distribution centers in the 
Columbus, Ohio area. We use a variety of shipping terms that result in the transfer of title to the merchandise at 
either the point of origin or point of destination. 


Our policy is to maintain sufficient quantities of inventories on hand in our retail stores and distribution centers 
to enable us to offer customers an appropriate selection of current merchandise. We emphasize rapid turnover 
and take markdowns as required to keep merchandise fresh and current. 


Information Systems 


Our management information systems consist of a full range of retail, financial and merchandising systems. The 
systems include applications related to point-of-sale, e-commerce, merchandising, planning, sourcing, logistics, 
inventory management and support systems including human resources and finance. We continue to invest in 
technology to upgrade core systems to continue to improve our efficiency and accuracy in the production and 
delivery of merchandise to our stores. 


Seasonal Business 


Our operations are seasonal in nature and consist of two principal selling seasons: Spring (the first and second 
quarters) and Fall (the third and fourth quarters). The fourth quarter, including the holiday season, accounted for 
approximately one-third of our net sales for 2013, 2012 and 2011 and is typically our most profitable quarter. 
Accordingly, cash requirements are highest in the third quarter as our inventories build in advance of the holiday 
season. 


Working Capital 


We fund our business operations through a combination of available cash and cash equivalents and cash flows 
generated from operations. In addition, our revolving credit facility is available for additional working capital 
needs and investment opportunities. 


Regulation 


We and our products are subject to regulation by various federal, state, local and foreign regulatory authorities. 
We are subject to a variety of customs regulations and international trade arrangements. 


Trademarks and Patents 


Our trademarks and patents, which constitute our primary intellectual property, have been registered or are the 
subject of pending applications in the United States Patent and Trademark Office and with the registries of many 
foreign countries and/or are protected by common law. We believe our products are identified by our intellectual 
property and, thus, our intellectual property is of significant value. Accordingly, we intend to maintain our 
intellectual property and related registrations and vigorously protect our intellectual property assets against 
infringement. 


Segment Information 


We have two reportable segments: Victoria’s Secret and Bath & Body Works. For the financial results of our 
reportable segments, see Note 20 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


In the first quarter of 2014, the Company will change its reportable segments. Results from company-owned 
Victoria’s Secret and Bath & Body Works stores in Canada will be reclassified from Other into the 
corresponding Victoria’s Secret and Bath & Body Works segments. Additionally, a new segment called 
Victoria’s Secret and Bath & Body Works International will be created and will include the Victoria’s Secret and 
Bath & Body Works company-owned and franchised stores outside of North America. 


Other Information 


For additional information about our business, including our net sales and profits for the last three years and 
selling square footage, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations. 


Competition 


The sale of women’s intimate and other apparel, personal care and beauty products and accessories through retail 
stores is a highly competitive business with numerous competitors, including individual and chain specialty 
stores, department stores and discount retailers. Brand image, marketing, design, price, service, assortment and 
quality are the principal competitive factors in retail store sales. Our online businesses compete with numerous 
online merchandisers. Image presentation, fulfillment and the factors affecting retail store sales discussed above 
are the principal competitive factors in online sales. 


Associate Relations 


As of February 1, 2014, we employed approximately 94,600 associates; 73,800 of whom were part-time. In 
addition, temporary associates are hired during peak periods, such as the holiday season. 


Executive Officers of Registrant 
Set forth below is certain information regarding our executive officers. 


Leslie H. Wexner, 76, has been our Chairman of the Board of Directors for more than 35 years and our Chief 
Executive Officer since our founding in 1963. 


Stuart B. Burgdoerfer, 50, has been our Executive Vice President and Chief Financial Officer since April 2007. 


Nicholas P. M. Coe, 51, has been our Chief Executive Officer and President of Bath & Body Works since August 
2011. 


Charles C. McGuigan, 57, has been our Chief Operating Officer since May 2012 and our Chief Executive Officer 
and President of Mast Global since February 2011. 


Jane L. Ramsey, 56, has been our Executive Vice President, Human Resources, since April 2006. 


Sharen J. Turney, 57, has been our Chief Executive Officer and President of Victoria’s Secret since July 2006. 
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Available Information 


We are subject to the reporting requirements of the Exchange Act and its rules and regulations. The Exchange 
Act requires us to file reports, proxy statements and other information with the U.S. Securities and Exchange 
Commission (“SEC”). Copies of these reports, proxy statements and other information can be read and copied at: 


SEC Public Reference Room 
100 F Street NE 
Washington, D.C. 20549 


Information on the operation of the Public Reference Room may be obtained by calling the SEC at 
1-800-SEC-0330. The SEC maintains a website that contains reports, proxy statements and other information 
regarding issuers that file electronically with the SEC. These materials may be obtained electronically by 
accessing the SEC’s website at www.sec.gov . Our annual reports on Form 10-K, quarterly reports on Form 10-Q, 
current reports on Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or 
15(d) of the Exchange Act are available, free of charge, on our website at www.lb.com. 


Copies of any of the above-referenced documents will also be made available, free of charge, upon written 
request to: 


L Brands, Inc. 

Investor Relations Department 

Three Limited Parkway, P.O. Box 16000 
Columbus, Ohio 43216 


ITEM 1A.RISK FACTORS. 


We caution that any forward-looking statements (as such term is defined in the Private Securities Litigation 
Reform Act of 1995) contained in this report or made by our company or our management involve risks and 
uncertainties and are subject to change based on various factors, many of which are beyond our control. 
Accordingly, our future performance and financial results may differ materially from those expressed or implied 
in any such forward-looking statements. Words such as “estimate,” “project,” “plan,” “believe,” “expect,” 
“anticipate,” “intend,” “planned,” “potential” and any similar expressions may identify forward-looking 
statements. Risks associated with the following factors, among others, in some cases have affected and in the 
future could affect our financial performance and actual results and could cause actual results to differ materially 
from those expressed or implied in any forward-looking statements included in this report or otherwise made by 


our company or our management: 


99 66 29 66 


* general economic conditions, consumer confidence, consumer spending patterns and market disruptions 
including severe weather conditions, natural disasters, health hazards, terrorist activities, financial crises, 
political crises or other major events, or the prospect of these events; 


e the seasonality of our business; 


e the dependence on a high volume of mall traffic and the availability of suitable store locations on 
appropriate terms; 


e our ability to grow through new store openings and existing store remodels and expansions; 
¢ our ability to successfully expand into global markets and related risks; 

¢ our relationships with independent licensees and franchisees; 

¢ our direct channel businesses; 

¢ our failure to protect our reputation and our brand images; 


¢ our failure to protect our trade names, trademarks and patents; 


6 


e the highly competitive nature of the retail industry generally and the segments in which we operate 
particularly; 


* consumer acceptance of our products and our ability to keep up with fashion trends, develop new 
merchandise and launch new product lines successfully; 


e our ability to source, distribute and sell goods and materials on a global basis, including risks related to: 
¢ political instability; 
e duties, taxes and other charges; 
e legal and regulatory matters; 
¢ volatility in currency exchange rates; 
¢ local business practices and political issues; 
* potential delays or disruptions in shipping and transportation and related pricing impacts; 
e disruption due to labor disputes; and 
e changing expectations regarding product safety due to new legislation; 
e fluctuations in foreign currency exchange rates; 
e — stock price volatility; 
e our failure to maintain our credit rating; 
¢ our ability to service or refinance our debt; 
e our ability to retain key personnel; 
¢ our ability to attract, develop and retain qualified employees and manage labor-related costs; 
e the inability of our manufacturers to deliver products in a timely manner and meet quality standards; 
e fluctuations in product input costs; 
e fluctuations in energy costs; 
e increases in the costs of mailing, paper and printing; 
e claims arising from our self-insurance; 
¢ our ability to implement and maintain information technology systems and to protect associated data; 
¢ our failure to maintain the security of customer, associate, supplier or company information; 
¢ our failure to comply with regulatory requirements; 
e tax matters; and 
e legal and compliance matters. 
We are not under any obligation and do not intend to make publicly available any update or other revisions to 
any of the forward-looking statements contained in this report to reflect circumstances existing after the date of 


this report or to reflect the occurrence of future events even if experience or future events make it clear that any 
expected results expressed or implied by those forward-looking statements will not be realized. 


The following discussion of risk factors contains “forward-looking statements.” These risk factors may be 
important to understanding any statement in this Form 10-K, other filings or in any other discussions of our 
business. The following information should be read in conjunction with Item 7. Management’s Discussion and 
Analysis of Financial Condition and Results of Operation and Item 8. Financial Statements and Supplementary 
Data. 


In addition to the other information set forth in this report, the reader should carefully consider the following 
factors which could materially affect our business, financial condition or future results. The risks described 
below are not our only risks. Additional risks and uncertainties not currently known or that are currently deemed 
to be immaterial may also adversely affect our business, operating results and/or financial condition in a material 
way. 


Our net sales, profit results and cash flow are sensitive to, and may be adversely affected by, general 
economic conditions, consumer confidence, spending patterns and weather or other market disruptions. 


Our net sales, profit, cash flows and future growth may be adversely affected by negative local, regional, national 
or international political or economic trends or developments that reduce the consumers’ ability or willingness to 
spend, including the effects of national and international security concerns such as war, terrorism or the threat 
thereof. In addition, market disruptions due to severe weather conditions, natural disasters, health hazards or 
other major events or the prospect of these events could also impact consumer spending and confidence levels. In 
particular, our operating results are impacted by factors in the U.S., Canadian and U.K. economies. Purchases of 
women’s intimate and other apparel, beauty and personal care products and accessories often decline during 
periods when economic or market conditions are unsettled or weak. In such circumstances, we may increase the 
number of promotional sales, which could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


Extreme weather conditions in the areas in which our stores are located, particularly in markets where we have 
multiple stores, could adversely affect our business. For example, heavy snowfall, rainfall or other extreme 
weather conditions over a prolonged period might make it difficult for our customers to travel to our stores and 
thereby reduce our sales and profitability. Our business is also susceptible to unseasonable weather conditions. 
For example, extended periods of unseasonably warm temperatures during the winter season or cool weather 
during the summer season could render a portion of our inventory incompatible with those unseasonable 
conditions. Reduced sales from extreme or prolonged unseasonable weather conditions could have a material 
adverse effect on our results of operations, financial condition and cash flows. 


Our net sales, operating income, cash and inventory levels fluctuate on a seasonal basis. 


We experience major seasonal fluctuations in our net sales and operating income, with a significant portion of 
our operating income typically realized during the fourth quarter holiday season. Any decrease in sales or 
margins during this period could have a material adverse effect on our results of operations, financial condition 
and cash flows. 


Seasonal fluctuations also affect our cash and inventory levels, since we usually order merchandise in advance of 
peak selling periods and sometimes before new fashion trends are confirmed by customer purchases. We must 
carry a significant amount of inventory, especially before the holiday season selling period. If we are not 
successful in selling inventory, we may have to sell the inventory at significantly reduced prices or may not be 
able to sell the inventory at all, which could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


Our net sales depend on a volume of traffic to our stores and the availability of suitable lease space. 


Most of our stores are located in retail shopping areas including malls and other types of retail centers. Sales at 
these stores are derived, in part, from the volume of traffic in those retail areas. Our stores benefit from the 
ability of the retail center and other attractions in an area, including “destination” retail stores, to generate 
consumer traffic in the vicinity of our stores. Sales volume and retail traffic may be adversely affected by 
economic downturns in a particular area, competition from other retail and non-retail attractions and other retail 
areas where we do not have stores. 


Part of our future growth is significantly dependent on our ability to operate stores in desirable locations with 
capital investment and lease costs providing the opportunity to earn a reasonable return. We cannot be sure as to 
when or whether such desirable locations will become available at reasonable costs. 


These risks could have a material adverse effect on our results of operations, financial condition and cash flows. 


Our ability to grow depends in part on new store openings and existing store remodels and expansions. 


Our continued growth and success will depend in part on our ability to open and operate new stores and expand 
and remodel existing stores on a timely and profitable basis. Accomplishing our new and existing store 
expansion goals will depend upon a number of factors, including the ability to partner with developers and 
landlords to obtain suitable sites for new and expanded stores at acceptable costs, the hiring and training of 
qualified personnel and the integration of new stores into existing operations. There can be no assurance we will 
be able to achieve our store expansion goals, manage our growth effectively, successfully integrate the planned 
new stores into our operations or operate our new, remodeled and expanded stores profitably. These risks could 
have a material adverse effect on our results of operations, financial condition and cash flows. 


Our plans for international expansion include risks that could adversely impact our results and 
reputation. 


We intend to further expand into international markets through license and franchise agreements and/or 
company-owned stores. The risks associated with our expansion into international markets include difficulties in 
attracting customers due to a lack of customer familiarity with our brands, our lack of familiarity with local 
customer preferences and seasonal differences in the market. Further, entry into other markets may bring us into 
competition with new competitors or with existing competitors with an established market presence. Other risks 
include general economic conditions in specific countries or markets, disruptions or delays in shipments, changes 
in diplomatic and trade relationships, political instability and foreign governmental regulation. 


We also have risks related to identifying suitable partners as licensees, franchisees or in a similar capacity. In 
addition, certain aspects of these arrangements are not directly within our control, such as the ability of these 
third parties to meet their projections regarding store openings and sales. We cannot ensure the profitability or 
success of our expansion into international markets. 


In addition, our results of operations and financial condition may be adversely affected by fluctuations in 
currency exchange rates. 


These risks could have a material adverse effect on our results of operations, financial condition and cash flows. 


Our licensees, franchisees and wholesalers could take actions that could harm our business or brand 
images. 


We have global representation through independently owned stores operated by licensees, franchisees and 
wholesalers (“partners”). Although we have criteria to evaluate and select prospective partners, the level of 
control we can exercise over our partners is limited and the quality and success of their operations may be 
diminished by any number of factors beyond our control. Our partners may not have the business acumen or 
financial resources necessary to successfully operate stores in a manner consistent with our standards and may 
not hire and train qualified store managers and other personnel. Our brand image and reputation may suffer 
materially and our sales could decline if our partners do not operate successfully. These risks could have an 
adverse effect on our results of operations, financial condition and cash flows. 


Our direct channel businesses includes risks that could have an adverse effect on our results. 


Our direct operations are subject to numerous risks that could have a material adverse effect on our results. Risks 
include, but are not limited to, the difficulty in recreating the in-store experience through our direct channels; 
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domestic or international resellers purchasing merchandise and reselling it overseas outside our control; the 
maintenance and security of the Internet infrastructure; the failure of and risks related to the systems that operate 
our websites and the related support systems, including computer viruses, theft of customer information, privacy 
concerns, telecommunication failures and electronic break-ins and similar disruptions; and risks related to the 
fulfillment of direct-to-consumer orders such as not adequately predicting customer demand or otherwise failing 
to maintain efficient and uninterrupted order-taking and fulfillment operations. Any of these events could have a 
material adverse effect on our results of operations, financial condition and cash flows. 


Our failure to protect our reputation could have a material adverse effect on our brand images. 


Our ability to maintain our reputation is critical to our brand images. Our reputation could be jeopardized if we 
fail to maintain high standards for merchandise quality and integrity. Any negative publicity about these types of 
concerns may reduce demand for our merchandise. Failure to comply with ethical, social, product, labor and 
environmental standards, or related political considerations, could also jeopardize our reputation and potentially 
lead to various adverse consumer actions, including boycotts. Failure to comply with local laws and regulations, 
to maintain an effective system of internal controls or to provide accurate and timely financial statement 
information could also hurt our reputation. Damage to our reputation or loss of consumer confidence for any of 
these or other reasons could have a material adverse effect on our results of operations, financial condition and 
cash flows, as well as require additional resources to rebuild our reputation. 


Our failure to adequately protect our trade names, trademarks and patents could have a negative impact 
on our brand images and limit our ability to penetrate new markets. 


We believe that our trade names, trademarks and patents are important assets and an essential element of our 
strategy. We have obtained or applied for federal registration of these trade names, trademarks and patents and 
have applied for or obtained registrations in many foreign countries. There can be no assurance that we will 
obtain such registrations or that the registrations we obtain will prevent the imitation of our products or 
infringement of our intellectual property rights by others. If any third-party copies our products or our stores in a 
manner that projects lesser quality or carries a negative connotation, it could have a material adverse effect on 
our brand image and reputation as well as our results of operations, financial condition and cash flows. 


Our inability to compete favorably in our highly competitive segment of the retail industry could 
negatively impact our results. 


The sale of women’s intimate and other apparel, personal care products and accessories is highly competitive. 
We compete for sales with a broad range of other retailers, including individual and chain specialty stores, 
department stores and discount retailers. In addition to the traditional store-based retailers, we also compete with 
direct marketers or retailers that sell similar lines of merchandise and who target customers through online 
channels. Brand image, marketing, design, price, service, quality, image presentation and fulfillment are all 
competitive factors in both the store-based and online channels. 


Some of our competitors may have greater financial, marketing and other resources available. In many cases, our 
competitors sell their products in stores that are located in the same shopping malls as our stores. In addition to 
competing for sales, we compete for favorable site locations and lease terms in shopping malls. 


Increased competition could result in price reductions, increased marketing expenditures and loss of market 
share, any of which could have a material adverse effect on our results of operations, financial condition and cash 
flows. 


Our inability to remain current with fashion trends and launch new product lines successfully could 
negatively impact the image and relevance of our brands. 


Our success depends in part on management’s ability to effectively anticipate and respond to changing fashion 
preferences and consumer demands and to translate market trends into appropriate, saleable product offerings in 
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advance of the actual time of sale to the customer. Customer demands and fashion trends change rapidly. If we 
are unable to successfully anticipate, identify or react to changing styles or trends or we misjudge the market for 
our products or any new product lines, our sales will be lower, potentially resulting in significant amounts of 
unsold finished goods inventory. In response, we may be forced to increase our marketing promotions or price 
markdowns. These risks could have a material adverse effect on our brand image and reputation as well as our 
results of operations, financial condition and cash flows. 


We may be adversely impacted by our inability to adequately source, distribute and sell merchandise and 
other materials on a global basis. 


We source merchandise and other materials directly in international markets and in our domestic market. We 
distribute merchandise and other materials globally to our partners in international locations and to our stores. 
Many of our imports and exports are subject to a variety of customs regulations and international trade 
arrangements, including existing or potential duties, tariffs or safeguard quotas. We compete with other 
companies for production facilities. 


We also face a variety of other risks generally associated with doing business on a global basis, such as: 
° political instability; 
¢ imposition of duties, taxes and other charges on imports or exports; 
e legal and regulatory matters; 
¢ volatility in currency exchange rates; 


¢ local business practice and political issues (including issues relating to compliance with domestic or 
international labor standards) which may result in adverse publicity or threatened or actual adverse 
consumer actions, including boycotts; 


¢ potential delays or disruptions in shipping and transportation and related pricing impacts; 
e disruption due to labor disputes; and 


e changing expectations regarding product safety due to new legislation. 


New initiatives may be proposed impacting the trading status of certain countries and may include retaliatory 
duties or other trade sanctions which, if enacted, could impact our trading relationships with vendors or other 
parties in such countries. 


In addition, significant health hazards, environmental hazards or natural disasters may occur which could have a 
negative effect on the economies, financial markets and business activity of international markets. 


Our future performance will depend upon these and the other factors listed above which are beyond our control 
and could have a material adverse effect on our results of operations, financial condition and cash flows. 


Fluctuations in foreign currency exchange rates could adversely impact our financial condition and results 
of operations. 


We are exposed to foreign currency exchange rate risk with respect to our sales, profits, assets, and liabilities 
denominated in currencies other than the U.S. dollar. Although we use foreign currency forward contracts to 
hedge certain foreign currency risks, these measures may not succeed in offsetting all of the short-term negative 
impact of foreign currency rate movements on our business and results of operations. Hedging would generally 
not be effective in offsetting the long-term impact of sustained shifts in foreign exchange rates on our business 
results. As a result, the fluctuation in the value of the U.S. dollar against other currencies could have a material 
adverse effect on our results of operations, financial condition and cash flows. 
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Our stock price may be volatile. 


Our stock price may fluctuate substantially as a result of variations in our actual or projected performance or the 
financial performance of other companies in the retail industry. In addition, the stock market has experienced 
price and volume fluctuations that have affected the market price of many retail and other stocks and that have 
often been unrelated or disproportionate to the operating performance of these companies. 


Our failure to maintain our credit rating could negatively affect our ability to access capital and could 
increase our interest expense. 


The credit ratings agencies periodically review our capital structure and the quality and stability of our earnings. 
A deterioration in our capital structure or the quality and stability of our earnings could result in a downgrade of 
our credit rating. Any negative ratings actions could constrain the capital available to our company or our 
industry and could limit our access to funding for our operations. We are dependent upon our ability to access 
capital at rates and on terms we determine to be attractive. If our ability to access capital becomes constrained, 
our interest costs will likely increase, which could have a material adverse effect on our results of operations, 
financial condition and cash flows. Additionally, changes to our credit rating could affect our interest costs. 


We may be unable to service or refinance our debt. 


Some of our debt agreements contain covenants which require maintenance of certain financial ratios and also, 
under certain conditions, restrict our ability to pay dividends, repurchase common shares and make other 
restricted payments as defined in those agreements. Our cash flow from operations provides the primary source 
of funds for our debt service payments. If our cash flow from operations declines, we may be unable to service or 
refinance our current debt. 


We may be unable to retain key personnel. 


We believe we have benefited substantially from the leadership and experience of our senior executives, 
including Leslie H. Wexner, Chairman of the Board of Directors and Chief Executive Officer. The loss of the 
services of any of these individuals could have a material adverse effect on our business and prospects. 
Competition for key personnel in the retail industry is intense and our future success will also depend on our 
ability to recruit, train and retain other qualified key personnel. 


We may be unable to attract, develop and retain qualified employees and manage labor-related costs. 


We believe our competitive advantage is providing a positive, engaging and satisfying experience for each 
individual customer, which requires us to have highly trained and engaged employees. Our success depends in 
part upon our ability to attract, develop and retain a sufficient number of qualified employees, including store 
personnel and talented merchants. The turnover rate in the retail industry is generally high and qualified 
individuals of the requisite caliber and number needed to fill these positions may be in short supply in some 
areas. Competition for such qualified individuals or changes in labor and healthcare laws could require us to 
incur higher labor costs. Our inability to recruit a sufficient number of qualified individuals in the future may 
delay planned openings of new stores or affect the speed with which we expand. Delayed store openings, 
significant increases in employee turnover rates or significant increases in labor-related costs could have a 
material adverse effect on our results of operations, financial condition and cash flows. 


Our manufacturers may not be able to manufacture and deliver products in a timely manner and meet 
quality standards. 


We purchase products through contract manufacturers and importers and directly from third-party manufacturers. 
Factors outside our control, such as manufacturing or shipping delays or quality problems, could disrupt 
merchandise deliveries and result in lost sales, cancellation charges or excessive markdowns. In addition, quality 
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problems could result in a product liability judgment or a widespread product recall that may negatively impact 
our sales and profitability for a period of time depending on product availability, competition reaction and 
consumer attitudes. Even if the product liability claim is unsuccessful or is not fully pursued, the negative 
publicity surrounding any assertions could adversely impact our reputation with existing and potential customers 
and our brand image. These risks could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


Our results may be adversely affected by fluctuations in product input costs. 


Product input costs, including manufacturing labor and raw materials, fluctuate. These fluctuations may result in 
an increase in our production costs. We may not be able to, or may elect not to, pass these increases on to our 
customers which may adversely impact our profit margins. These risks could have a material adverse effect on 
our results of operations, financial condition and cash flows. 


Our results may be adversely affected by fluctuations in energy costs. 


Energy costs have fluctuated dramatically in the past. These fluctuations may result in an increase in our 
transportation costs for distribution, utility costs for our retail stores and costs to purchase products from our 
manufacturers. A continual rise in energy costs could adversely affect consumer spending and demand for our 
products and increase our operating costs, both of which could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


We may be adversely impacted by increases in costs of mailing, paper and printing. 


Postal rate increases and paper and printing costs will affect the cost of our order fulfillment and catalogue and 
promotional mailings. We rely on discounts from the basic postal rate structure, such as discounts for bulk 
mailings and sorting. Future paper and postal rate increases could adversely impact our earnings if we are unable 
to recover these costs or if we are unable to implement more efficient printing, mailing, delivery and order 
fulfillment systems. These risks could have a material adverse effect on our results of operations, financial 
condition and cash flows. 


We self-insure certain risks and may be adversely impacted by unfavorable claims experience. 


We are self-insured for various types of insurable risks including associate medical benefits, workers’ 
compensation, property, general liability and automobile up to certain stop-loss limits. Claims are difficult to 
predict and may be volatile. Any adverse claims experience could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


We significantly rely on our ability to implement and sustain information technology systems and to 
protect associated data. 


Our success depends, in part, on the secure and uninterrupted performance of our information technology 
systems. Our information technology systems, as well as those of our service providers, are vulnerable to damage 
from a variety of sources, including telecommunication failures, malicious human acts and natural disasters. 
Moreover, despite network security measures, some of our servers and those of our service providers are 
potentially vulnerable to physical or electronic break-ins, computer viruses and similar disruptive problems. 
Additionally, these types of problems could result in a breach of confidential customer, merchandise, financial or 
other important information which could result in damage to our reputation and/or litigation. The increased use 
of smartphones, tablets and other mobile devices may also heighten these and other operational risks. Despite the 
precautions we have taken, unanticipated problems may nevertheless cause failures in our information 
technology systems. Sustained or repeated system failures that interrupt our ability to process orders and deliver 
products to the stores or impact our consumers’ ability to access our websites in a timely manner or expose 
confidential customer, merchandise, financial or other important information could have a material adverse effect 
on our results of operations, financial condition and cash flows. 
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In addition, we will make modifications and upgrades to the information technology systems for point-of-sale, 
e-commerce, merchandising, planning, sourcing, logistics, inventory management and support systems including 
human resources and finance. Modifications involve replacing legacy systems with successor systems, making 
changes to legacy systems or acquiring new systems with new functionality. We are aware of inherent risks 
associated with replacing these systems, including accurately capturing data and system disruptions. Information 
technology system disruptions, if not anticipated and appropriately mitigated, could have a material adverse 
effect on our operations. 


Our failure to maintain the security of customer, associate, supplier or company information could have a 
negative impact on our reputation and our results. 


Information systems are susceptible to an increasing threat of continually evolving cybersecurity risks. Any 
significant compromise or breach of our data security could significantly damage our reputation, cause the 
disclosure of confidential customer, associate, supplier or company information, cause our customers to stop 
shopping with us and result in significant legal, regulatory and financial liabilities and lost revenues. While we 
have implemented systems and processes to protect against unauthorized access to secured data and prevent data 
loss, there is no guarantee that these procedures are adequate to safeguard against all data security breaches. The 
regulatory environment related to information security, data collection and privacy is increasingly rigorous, with 
new and constantly changing requirements applicable to our business, and compliance with those requirements 
could result in additional costs. These risks could have a material adverse effect on our results of operations, 
financial condition and cash flows. 


We may fail to comply with regulatory requirements. 


We are subject to numerous regulatory requirements. Our policies, procedures and internal controls are designed 
to comply with all applicable foreign and domestic laws and regulations, including those required by the 
Sarbanes-Oxley Act of 2002, the Foreign Corrupt Practices Act, the SEC and the New York Stock Exchange (the 
“NYSE”). Failure to comply with such laws and regulations could have an adverse effect on our reputation, 
market price of our common stock, results of operations, financial condition and cash flows. 


We may be adversely impacted by changes in taxation requirements. 


We are subject to income tax in local, national and international jurisdictions. In addition, our products are 
subject to import and excise duties and/or sales or value-added taxes in many jurisdictions. The Company is also 
subject to the examination of its tax returns and other tax matters by the Internal Revenue Service and other tax 
authorities and governmental bodies. The Company regularly assesses the likelihood of an adverse outcome 
resulting from these examinations to determine the adequacy of its provision for taxes. There can be no assurance 
as to the outcome of these examinations. Fluctuations in tax rates and duties, changes in tax legislation or 
regulation or adverse outcomes of these examinations could have a material adverse effect on our results of 
operations, financial condition and cash flows. 


We may be adversely impacted by certain compliance or legal matters. 


We, along with our third-party business partners, are subject to complex compliance and litigation risks. Actions 
filed against our Company from time to time include commercial, tort, intellectual property, customer, 
employment, data privacy, securities, anti-corruption and other claims, including purported class action lawsuits. 
Difficulty can exist in complying with sometimes conflicting regulations in local, national or foreign jurisdictions 
as well as new or changing regulations that affect how we operate. In addition, we may be impacted by litigation 
trends, including class action lawsuits involving consumers and shareholders that could have a material adverse 
effect on our reputation, market price of our common stock, results of operations, financial condition and cash 
flows. 
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ITEM 1B. UNRESOLVED STAFF COMMENTS. 


None. 


ITEM 2. PROPERTIES. 


The following table provides the location, use and size of our distribution, corporate and product development 
facilities as of February 1, 2014: 


Approximate 

Square 

Location Use Footage 
Columbus, Ohio: ..6..2 05 2s. es ee ennai Corporate, distribution and shipping 6,388,000 
New York, New York .............004. Office, sourcing and product development/design 557,000 
Montreal, Quebec, Canada ............. Office, distribution and shipping 160,000 
Kettering; OMG ..i5 secs sedasean ee eas Call center 94,000 
Hong Kong ...............0.0 00 e eee Office and sourcing 90,000 
Various international locations .......... Office and sourcing 65,000 


United States 


Our business for both the Victoria’s Secret and Bath & Body Works segments is principally conducted from 
office, distribution and shipping facilities located in the Columbus, Ohio area. Additional facilities are located in 
New York, New York and Kettering, Ohio. 


Our distribution and shipping facilities consist of seven buildings located in the Columbus, Ohio area. These 
buildings, including attached office space, comprise approximately 6.4 million square feet. 


As of February 1, 2014, we operate 2,648 retail stores located in leased facilities, primarily in malls and shopping 
centers, throughout the U.S. A substantial portion of these lease commitments consists of store leases generally 
with an initial term of 10 years. The leases expire at various dates between 2014 and 2026. 


Typically, when space is leased for a retail store in a mall or shopping center, we supply all improvements, 
including interior walls, floors, ceilings, fixtures and decorations. The cost of improvements varies widely, 
depending on the design, size and location of the store. In certain cases, the landlord of the property may provide 
an allowance to fund all or a portion of the cost of improvements, serving as a lease incentive. Rental terms for 
new locations usually include a fixed minimum rent plus a percentage of sales in excess of a specified amount. 
We usually pay certain operating costs such as common area maintenance, utilities, insurance and taxes. For 
additional information, see Note 15 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


International 

Canada 

We lease offices and distribution and shipping facilities in the Montreal, Quebec area. 

As of February 1, 2014, we operate 270 retail stores located in leased facilities, primarily in malls and shopping 


centers, throughout the Canadian provinces. A substantial portion of these lease commitments consists of store 
leases generally with an initial term of 10 years. The leases expire on various dates between 2014 and 2023. 


United Kingdom 


As of February 1, 2014, we operate five retail stores in the U.K. We have five additional leases in the U.K. 
related to stores that will open in 2014. These lease commitments consist of store leases with initial terms 
ranging from 10 to 33 years expiring on various dates between 2021 and 2045. 
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Other International 

As of February 1, 2014, we also have global representation through stores operated by our partners: 
e 331 La Senza stores in 30 countries; 
e 55 Bath & Body Works stores in 14 countries; 
e 4 Victoria’s Secret stores in 2 Middle Eastern countries; and 


e 198 Victoria’s Secret Beauty and Accessories stores and various small-format locations in more than 60 
countries. 


We also operate sourcing-related office facilities in various international locations. 


ITEM 3. LEGAL PROCEEDINGS. 


We are a defendant in a variety of lawsuits arising in the ordinary course of business. Actions filed against our 
Company from time to time include commercial, tort, intellectual property, customer, employment, data privacy, 
securities and other claims, including purported class action lawsuits. Although it is not possible to predict with 
certainty the eventual outcome of any litigation, in the opinion of management, our current legal proceedings are 
not expected to have a material adverse effect on our financial position or results of operations. 


In July 2009, a complaint was filed against our Company for patent infringement in the United States District 
Court for the Eastern District of Texas. The complaint sought monetary damages, costs, attorneys’ fees, and 
injunctive relief. In November 2011, a jury found in favor of the plaintiff and awarded damages of $9 million for 
infringement from 2007 through 2011 and the trial court awarded future royalty payments through 2015. In 
January 2013, we appealed the judgment against us with the Court of Appeals for the Federal Circuit. Shortly 
before our appeal was filed, the Federal Court of Appeals ruled in another proceeding involving a different 
company, that the patents asserted in our case were invalid. As a result, our appeal was stayed until the 
conclusion of the other proceeding. On January 14, 2014, the U.S. Supreme Court denied the plaintiff's petition 
to overturn the Federal Circuit’s finding that their patents are invalid. In our matter, although their patents were 
found to be invalid, the plaintiff has decided to move forward with the appeal process. Based on the decision that 
the plaintiff’s patents are invalid and on our other arguments, we believe the Federal Court of Appeals should 
grant our appeal. We intend to vigorously defend against this action. 


ITEM 4. MINE SAFETY DISCLOSURES. 
Not applicable. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES. 


Our common stock (“LB”) is traded on the New York Stock Exchange. As of February 1, 2014, there were 
approximately 43,000 shareholders of record. However, including active associates who participate in our stock 
purchase plan, associates who own shares through our sponsored retirement plans and others holding shares in 
broker accounts under street names, we estimate the shareholder base to be approximately 145,000. 


The following table provides our quarterly market prices and cash dividends per share for 2013 and 2012: 


_—_Market Price Cash Dividend 
High Low per Share 

2013 
Fourth quarter: sc. s<5s iinet trae is cats tags eae ee Agee ae $67.12 $51.72 $0.30 
Whird: Quarter 0st aad boeeee a eae ee eee be 63.05 54.73 0.30 
SECON GUANER scsi sos.s dis aud ge ee aA GN asa bald aabadsed 58.69 48.76 0.30 
First QUAM! fou cc 6 dwee Chee eels weve ea eee es 51.27 42.49 0.30(a) 
2012 
Fourth quarter’ oe... cited eee a Wee eb eee a ae eee es $52.50 $43.72 $3.25(b) 
Thitd Quarter’ ...ic beat e ues 2s bead been dent eae Oe 52.20 46.30 1.25(c) 
SECONG QUANT 4.5 osid. de eee Gee eH GOS Sb apes arth de 51.84 40.32 0.25 
FISt.qUamer seccseeeteseganted ewe eee Peete eee eae s 51.33 40.63 0.25 


(a) In February 2013, our Board of Directors declared an increase in our quarterly common stock dividend from 
$0.25 to $0.30 per share. 

(b) In December 2012, our Board of Directors declared a special dividend of $3 per share which was distributed 
on December 26, 2012 to shareholders of record at the close of business on December 20, 2012. 

(c) In August 2012, our Board of Directors declared a special dividend of $1 per share which was distributed on 
September 7, 2012 to shareholders of record at the close of business on August 23, 2012. 


In February 2014, our Board of Directors declared an increase in our first quarter 2014 common stock dividend 


from $0.30 to $0.34 per share and a special dividend of $1 per share. Both dividends were paid on March 7, 2014 
to shareholders of record at the close of business on February 21, 2014. 
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The following graph shows the changes, over the past five-year period, in the value of $100 invested in our 
common stock, the Standard & Poor’s 500 Composite Stock Price Index and the Standard & Poor’s 500 Retail 
Composite Index. The plotted points represent the closing price on the last day of the fiscal year indicated. 


COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN (a) (b) (c) (d) 
AMONG L BRANDS, INC., THE S&P 500 INDEX AND THE S&P RETAIL COMPOSITE INDEX 


Comparison of Cumulative Five Year Total Return 


ODPSPrros 


1/31/09 1/30/10 1/29/11 1/28/12 2/02/13 2/01/14 


—— L Brands, Inc. = =@ = S&P 500 Index —é— S&P 500 Retailing 


(a) This table represents $100 invested in stock or in index at the closing price on January 31, 2009 including reinvestment of dividends. 

(b) The February 2, 2013 cumulative total return includes the $1.00 and $3.00 special dividends in September 2012 and December 2012, 
respectively. 

(c) The January 28, 2012 cumulative total return includes the $1.00 and $2.00 special dividends in May 2011 and December 2011, 


respectively. 
(d) The January 29, 2011 cumulative total return includes the $1.00 and $3.00 special dividends in March 2010 and December 2010, 


respectively. 


The following table provides our repurchases of our common stock during the fourth quarter of 2013: 


Total Number Maximum 
of Shares Number of Shares (or 
Purchased as Approximate 
Total Average Price Part of Publicly Dollar Value) that May 
Number of Shares Paid per Announced Yet be Purchased 
Period Purchased (a) Share (b) Programs (c) Under the Programs (c) 
(in thousands) (in thousands) 

November 2003 i. siacs sie Seiecnnecsubnsnsya th ain soauponieds 30 $63.59 —_ $184,201 
December 2013 ccc cccasasceeeeiaciawiaes 3 61.48 — 184,201 
January 2014 cock ee vaatwieddiaded a eee aes 177 53.32 160 175,702 
Total. 2 scetig Poesia edges aka. Gas HOS eee RS 210 54.92 160 


(a) The total number of shares repurchased includes shares repurchased as part of publicly announced programs, with the remainder relating 
to shares repurchased in connection with tax payments due upon vesting of employee restricted stock awards and the use of our stock to 
pay the exercise price on employee stock options. 

(b) The average price paid per share includes any broker commissions. 

(c) For additional share repurchase program information, see Note 18 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 
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ITEM 6. SELECTED FINANCIAL DATA. 


Summary of Operations 


Net Sales) 23 cs. gb eed eee di eet acei de eaceas 
Gross Profit: ? 434. ccces wad iedact edited tee 
Operating Income (b) .................0.00.. 
Nt INGOME:(C) peosceadicies ooee.ohak eka eae 


GOSS PLO isda. 4 a,b -aita eieoieces. ore Re ee ee ee 
Operating Income ................... 00004. 
Net Income? ssisi-¥ coy ae ee Ba OG dndat eee 


Per Share Results 


Net Income Per Basic Share ................. 
Net Income Per Diluted Share ............... 
Dividends per Share ...................000. 


Weighted Average Diluted Shares Outstanding 


(in millions) ...... 0.0... cc eee 


Other Financial Information 


Cash and Cash Equivalents ................. 

Total Assets: ..20¢bs24 neni teisd de oadeies 
Working Capital osc ccce cee eee ees es 
Net Cash Provided by Operating Activities ..... 
Capital Expenditures ...................0.. 
Long-term Debt. 4.6.0 46ecce nessa eee vce as 
Other Long-term Liabilities ................. 
Shareholders’ Equity (Deficit) ............... 


Comparable Store Sales Increase (Decrease) (d) . . . 
Return on Average Assets ...........-2-000-5 
Current Ratio: 2.2 66 scic sete dee laee deeded 


Stores and Associates at End of Year 


Number of Stores (e) ....... 20.0.0. 00 cee eee 
Selling Square Feet (in thousands) (e) ......... 
Number of Associates ...............-000055 


February 1, February 2, 
2014 2013 (a) 


January 30, 
2010 


$ 10,773 $ 10,459 $ 10,364 


4,429 4,386 
1,743 1,573 
903 753 


(as a percentage of net sales) 


41.1% 41.9% 
16.2% 15.0% 


8.4% 7.2% 
$ 312 $ 2.60 
$ 305 $ 2.54 
$ 1.20 $ 5.00 
296 297 


$ 1,519 §$ 773 
7,198 6,019 
1,324 667 
1,248 1,351 

691 588 
4,761 4,477 
7710 818 
(370) (1,015) 
2% 6% 
14% 12% 
1.7 1.4 
2,923 2,876 


11,169 10,849 


$ 


Fiscal Year Ended 
January 28, January 29, 
2012 2011 
(in millions) 
$ 9,613 
4,057 3,631 
1,238 1,284 
850 805 
39.1% 37.8% 
11.9% 13.4% 
8.2% 8.4% 
2.80 $ 2.49 
2.70 $ 2.42 
3.80 $ 4.60 
314 333 
(in millions) 
935. $ 1,130 
6,108 6,451 
842 1,088 
1,266 1,284 
426 274 
3,481 2,507 
780 761 
137 1,476 
10% 9% 
14% 12% 
1.6 1.7 
2,941 2,968 
10,934 10,974 
97,000 96,500 


94,600 99,400 


(a) The fiscal year ended February 2, 2013 (“2012”) represents a 53-week fiscal year. 


(b) Operating income includes the effect of the following items: 


35.1% 
10.1% 
5.2% 


1.39 
1.37 
0.60 


PAA 


327 


$ 1,804 
7,173 
1,928 
1,174 

202 
2,723 
731 
2,183 


(4)% 
6% 
2.5 


2,971 
10,934 
92,100 


(i) In 2012, a $93 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $27 million impairment charge related to long-lived stores assets for our Henri 
Bendel business; and $14 million of expense associated with the store closure initiative at La Senza. 

(ii) In 2011, a $232 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $111 million gain related to the divestiture of 51% of our third-party apparel sourcing 
business; $163 million of expense related to the charitable contribution of our remaining shares of 
Express to The Limited Brands Foundation; and $24 million of restructuring expenses at La Senza. 
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(d) 


(iii) In 2009, a $9 million pre-tax gain, $14 million net of related tax benefits, associated with the reversal 
of an accrued contractual liability as a result of the divestiture of a joint venture. 


For additional information on 2012 and 2011 items, see the Notes to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 


In addition to the items previously discussed in (b), net income includes the effect of the following items: 


(i) In 2012, a $13 million gain related to $13 million in cash distributions from certain of our investments 
in Easton, a 1,300 acre planned community in Columbus, Ohio that integrates office, hotel, retail, 
residential and recreational space. 

(ii) In 2011, a $147 million gain related to the charitable contribution of our remaining shares of Express to 
the Limited Brands Foundation; an $86 million gain related to the sale of Express common stock; and 
$56 million of favorable income tax benefits related to certain discrete tax matters. 

(iii) In 2010, a $52 million gain related to the initial public offering of Express including the sale of a 
portion of our shares; a $49 million pre-tax gain related to a $57 million cash distribution from 
Express; a $45 million pre-tax gain related to the sale of Express stock; a $25 million pre-tax loss 
associated with the early retirement of portions of our 2012 and 2014 notes; a $20 million pre-tax gain 
associated with the sale of our remaining 25% ownership interest in Limited Stores; and a $7 million 
pre-tax gain related to a dividend payment from Express. 

(iv) In 2009, $23 million of favorable income tax benefits in the fourth quarter primarily related to the 
reorganization of certain foreign subsidiaries and $9 million of favorable income tax benefits in the 
third quarter primarily due to the resolution of certain tax matters. 


For additional information on 2012 and 2011 items, see the Notes to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 


The effect of the items described in (b) and (c) above increased (decreased) earnings per share by $(0.38) in 
2012, $0.10 in 2011, $0.36 in 2010 and $0.14 in 2009. 


The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for 2013, 2011, 2010 and 2009 were calculated 
on a 52 to 52 week basis and the percentage change in comparable store sales for 2012 was calculated on a 
53 to 53 week basis. 


Number of stores and selling square feet excludes independently owned La Senza, Bath & Body Works and 
Victoria’s Secret stores operated by licensees and franchisees. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS. 


The following discussion and analysis of financial condition and results of operations are based upon our 
Consolidated Financial Statements, which have been prepared in accordance with accounting principles generally 
accepted in the United States of America (“GAAP”) as codified in the Accounting Standards Codification 
(“ASC”). The following information should be read in conjunction with our financial statements and the related 
notes included in Item 8. Financial Statements and Supplementary Data. 


Our operating results are generally impacted by changes in the U.S. and Canadian economies and, therefore, we 
monitor the retail environment using, among other things, certain key industry performance indicators such as the 
University of Michigan Consumer Sentiment Index (which measures consumers’ views on the future course of 
the U.S. economy), the National Retail Traffic Index (which measures traffic levels in malls nationwide) and 
National Retail Sales (which reflects sales volumes of 5,000 businesses as measured by the U.S. Census Bureau). 
These indices provide insight into consumer spending patterns and shopping behavior in the current retail 
environment and assist us in assessing our performance as well as the potential impact of industry trends on our 
future operating results. Additionally, we evaluate a number of key performance indicators including comparable 
store sales, gross profit, operating income and other performance metrics such as sales per average selling square 
foot and inventory per selling square foot in assessing our performance. 


Executive Overview 
Strategy 


We have a multi-year goal to grow our business and increase operating margins for our brands by focusing on 
these key priorities: 


e Grow our business in North America; 
e Extend our core brands internationally; 


e Focus on the fundamentals of our business including managing inventory, expenses and capital with 
discipline; 


e Become the top destination for talent; 
e Maintain a strong cash and liquidity position while optimizing our capital structure; and 


e Return value to our shareholders. 


The following is a discussion of certain of our key priorities: 


Grow our business in North America 


Our overriding focus is on the substantial growth opportunity in North America. 


The core of Victoria’s Secret is bras and panties. We see clear opportunities for substantial growth in these 
categories by focusing on product newness and innovation and expanding into under-penetrated market and price 
segments. We also have an opportunity to expand to accommodate the full Lingerie and PINK assortment to all 
of our stores. In 2014, we plan to increase our square footage at Victoria’s Secret by about 5% through 
expansions of existing stores and the opening of approximately 50 new stores. In our direct channel, we have the 
infrastructure in place to support growth well into the future. We believe our direct channel is an important form 
of brand advertising given the ubiquitous nature of the internet and our large customer file. 


The core of Bath & Body Works is its home fragrance and personal care product lines including shower gels, 
lotions, soaps and sanitizers which together make up the majority of sales and profits for the business. We see 


Aik 


clear opportunities for substantial growth in these categories by focusing on product newness and innovation and 
expanding into under-penetrated market and price segments. Additionally, www.BathandBodyWorks.com 
continues to exhibit significant year-over-year growth. 


Additionally, in Canada we have opened 79 Bath & Body Works stores, 24 Victoria’s Secret full assortment 
stores and 10 Victoria’s Secret PINK stores since 2008. Based on the success we have experienced in Canada, we 
plan to open an additional 10 Bath & Body Works stores and 7 Victoria’s Secret stores in Canada in 2014. 


Extend our core brands internationally 


We believe there is substantial opportunity for international growth. We have separate, dedicated teams that have 
taken a methodical, “test and learn” approach to expansion. We began our international expansion with the 
acquisition of La Senza at the beginning of 2007, and we’ ve continued to expand our presence outside of North 
America through partnerships with a small number of experienced partners and a limited number of company- 
owned stores. In 2013, we accomplished the following: 


e Victoria’s Secret Beauty and Accessories Stores—Our partners opened 90 Victoria’s Secret Beauty and 
Accessories stores bringing the total to 198. These stores are principally located in airports and tourist 
destinations. These stores are focused on Victoria’s Secret branded beauty and accessory products and are 
operated by partners under a franchise or wholesale model. Our partners plan to open approximately 100 
additional Victoria’s Secret Beauty and Accessories stores in 2014. 


e Victoria’s Secret International Stores—We opened three company-owned Victoria’s Secret full assortment 
stores in the U.K., bringing the total to five. In 2014, we plan to open four additional Victoria’s Secret full 
assortment stores and two PINK stores in the U.K. Additionally, a partner opened another Victoria’s Secret 
full assortment store in the Middle East in 2013 bringing the total to four and plans to open eight to 10 more 
in 2014. 


e Bath & Body Works International Stores—Our partners opened 17 Bath & Body Works stores in 2013 
bringing the total in the Middle East, Latin America and Eastern Europe to 55. Our partners plan to open 
approximately 25 additional stores in 2014. 


e La Senza International Stores—We ended 2013 with more than 330 La Senza franchise stores around the 
world, and our partners plan to expand by an additional eight to 10 stores in 2014. 


Focus on the fundamentals of our business 


We are focused on the fundamentals of our business which include our customers, core merchandise categories, 
inventory management, speed and agility, and store selling and execution. In terms of speed and agility, we are 
focused on inventory discipline through lead-time reductions and in-season agility to increase sales and reduce 
promotional activity. Finally, we continue to optimize our store selling and execution by concentrating on a 
better store experience and developing and retaining talented, trained and productive store associates. 


Return value to our shareholders 


We are committed to returning value to our shareholders through a combination of dividends and share 
repurchase programs. During 2013, we paid $349 million in regular dividends and repurchased $63 million of 
our common stock. Additionally, in February 2014 our Board of Directors announced an increase in our regular 
annual dividend to $1.36 per share, from $1.20 per share previously. The Board of Directors also declared a 
special dividend of $1 per share. We use cash flow generated from operating activities and financing activities to 
fund our dividends and share repurchase programs. Since 2000, we have returned more than $15 billion to 
shareholders through share repurchases and dividends. 


2013 Overview 


We utilize the retail calendar for reporting. As such, the results for fiscal years 2013 and 2011 represent the 
52-week periods ended February 1, 2014 and January 28, 2012, respectively and fiscal year 2012 represents the 
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53-week period ended February 2, 2013. The 2013 and 2011 fourth quarters consisted of a 13-week period versus 
a 14-week period in 2012. The extra week in 2012 accounted for approximately $125 million in incremental sales 
in the fourth quarter. 


We had mixed results in 2013. Our performance did not meet our expectations, particularly in the fourth quarter. 
Our net sales increased $314 million to $10.773 billion driven by a comparable store sales increase of 2%. Our 
operating income increased $170 million to $1.743 billion, and our operating income rate improved from 15.0% 
to 16.2%. Our operating income for 2012 included $134 million of special items. For additional information on 
the special items, see the “Adjusted Financial Information” table below. Excluding these special items, our 
adjusted operating income increased $36 million and our adjusted operating income rate was about flat to last 
year. Our adjusted operating income increase was primarily driven by growth in our international business, our 
sourcing function and Bath & Body Works. 


For additional information related to our 2013 financial performance, see “Results of Operations—2013 
Compared to 2012.” 
Despite our mixed results in 2013, we remained focused on our initiatives to enable future growth including: 


¢ Our capital expenditures of $691 million included $551 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology 
and infrastructure to support growth. 


¢ Continued expansion of company-owned Victoria’s Secret stores in the U.K. and Canada and company- 
owned Bath & Body Works stores in Canada; 


¢ Continued expansion of Bath & Body Works and Victoria’s Secret stores in the Middle East, Eastern 
Europe and Latin America with franchise partners; and 


¢ Continued expansion of Victoria’s Secret Beauty and Accessories stores with partners throughout the world. 
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Adjusted Financial Information 


In addition to our results provided in accordance with GAAP above and throughout this Form 10-K, we have 
provided non-GAAP measurements which present operating income, net income and earnings per share in 2012 
and 2011 on an adjusted basis which removes certain special items. We believe that these special items are not 
indicative of our ongoing operations due to their size and nature. We use adjusted financial information as key 
performance measures of results of operations for the purpose of evaluating performance internally. These non- 
GAAP measurements are not intended to replace the presentation of our financial results in accordance with 
GAAP. Instead, we believe that the presentation of adjusted financial information provides additional 
information to investors to facilitate the comparison of past and present operations. Further, our definition of 
adjusted financial information may differ from similarly titled measures used by other companies. The table 
below reconciles the GAAP financial measures to the non-GAAP financial measures. For additional information 
regarding the special items, see the footnotes to the table in Item 6. Selected Financial Data. 


2013 2012 2011 


Detail of Special Items included in Operating Income—Income (Expense) 


La Senza Goodwill and Intangible Asset Impairment Charges ................... $ — $ (93) $ (232) 
Henri Bendel Long-lived Store Asset Impairment Charges ..................... — (27) —_ 
La Senza Restructuring Charges ........ 20... cece eee cece eee enn ene — (14) (24) 
Expense related to Contribution of Express Common Stock to The Limited Brands 

Foundation: 4-5-:3-0 ncns hechaw hae de been is ewe be ebe4 bladed sab bebe — — (163) 
Gain on Divestiture of Third-party Apparel Sourcing Business .................. — — 111 
Total Special Items included in Operating Income .................0.0 00s e eee $ — _ $ (134) $ (308) 
Detail of Special Items included in Other Income—Income (Expense) 
Gain on Distributions from Easton Investments .........0.00 0000 ccc eee $ — $ 13 $ — 
Gain on Sale of Express Common Stock .......... 0.0.0... c cece eee eee —_— —_— 86 
Gain on Contribution of Express Common Stock to The Limited Brands 

POUCA OM =< as. oi cn 265 be ahs wate ace ese Soames WG See PES Oe A ee oda — — 147 
Total Special Items included in Other Income ............ 00... e eee eee eee eee $ — $ 13 $ 233 
Detail of Special Items included in Provision for Income Taxes—Benefit (Provision) 
Tax effect of Special Items included in Operating Income ....................4- $ — $ 12 $ 83 
Tax effect of Special Items included in Other Income .....................0-5 — (5) (31) 
Tax benefit related to favorable resolution of certain discrete income tax matters .... — — 56 
Total Special Items included in Provision for Income Taxes .................05- $ — $ 7 $ 108 
Reconciliation of Reported Operating Income to Adjusted Operating Income 
Reported Operating Income ............. 00. ett eens $1,743 $1,573 $1,238 
Special Items included in Operating Income ............. 0... 0c eee eee — 134 308 
Adjusted Operating Income ........ 0... ec eect teeta e nes $1,743 $1,707 $1,546 
Reconciliation of Reported Net Income to Adjusted Net Income 
Reported: Net Incomes in os reece edo ae se eee oes Shae Baa $ 903 $ 753 $ 850 
Special Items included in Net Income ........... 0.00. e eee eee eee eae — 114 (33) 
Adjusted. Net Income.) 05.2040 0e28dee feed die deen Yeneedd Peewee eds seen ees $ 903 $ 867 $ 817 
Reconciliation of Reported Earnings Per Share to Adjusted Earnings Per Share 
Reported Earnings Per Share .... 0.2.0... cece cece ete nen anes $ 3.05 $ 2.54 $ 2.70 
Special Items included in Earnings Per Share ............. 0.0.0.0... 0002 — 0.38 (0.10) 
Adjusted Eamings Per Share ........... 0... cece eee ne eee eee e eens $ 3.05 $ 2.92 $ 2.60 
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2014 Outlook 


The global retail sector and our business continue to face an uncertain environment and, as a result, we continue 
to take a conservative stance with respect to the financial management of our business. We will continue to 
manage our business carefully and we will focus on the execution of the retail fundamentals. 


At the same time, we are aggressively focusing on bringing compelling merchandise assortments and marketing, 
store and online experiences to our customers. We will look for, and capitalize on, those opportunities available 
to us in this uncertain environment. We believe that our brands, which lead their categories and offer high 


emotional content to customers at accessible prices, are well positioned heading into 2014. 


Company-Owned Store Data 


The following table compares 2013 company-owned store data to the comparable periods for 2012 and 2011: 


Sales per Average Selling Square Foot 
Victoria’s Secret Stores (a) .......... 
Bath & Body Works (a)............. 
La Senza (b) 2.00% 2008+ eeseues eaves: 


Sales per Average Store (in thousands) 
Victoria’s Secret Stores (a) .......... 
Bath & Body Works (a) ............. 
La Senza (b).... 2.2.2.0... 0.2 eee eee 


Average Store Size (selling square feet) 
Victoria’s Secret Stores (a) .......... 
Bath & Body Works (a)............. 
Wea SONZ A. acgertei dio ateacd e % @Rsh ee ada» 


Total Selling Square Feet (in thousands) 
Victoria’s Secret Stores (a) .......... 
Bath & Body Works (a)............. 
La: Senza (C) s2c¢24 bd oa cae hes neste 


(a) Metric relates to company-owned stores in the U.S 


2012 


$ 817 
718 
438 


$4,892 
1,701 
1,435 


6,038 
2,365 
3,219 


6,153 
3,716 
509 


2011 


$ 754 
658 
409 


$4,463 
1,561 
1,362 


5,941 
2,374 
3,312 


6,042 
3,768 
762 


% Change 
2013 202 
1% 8% 
1% 9% 
18% 7% 
2% 10% 
1% 9% 
15% 5% 
—% 2% 
—% —% 
(1)% (3)% 
4% 2% 
(1)% (1)% 
(2)% (33)% 


(b) Metric relates to company-owned stores in Canada. Metric is presented in Canadian dollars to eliminate the 


impact of foreign currency fluctuations. 


(c) In the fourth quarter of 2011 and second quarter of 2012, we initiated restructuring programs designed to 
resize a portion of La Senza’s store fleet. Under these programs, we closed 79 underperforming stores 
through the first quarter of 2013. Of these stores, 12 were closed in 2011, 66 were closed in 2012 and 1 was 
closed in 2013. For additional information, see Note 4 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplemental Data. 
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The following table compares 2013 company-owned store data to the comparable periods for 2012 and 2011: 


Number of Stores (a) 2013 2012 2011 

Victoria’s Secret U.S. 

Beginnitig: OF PEtOM Ys iesass.a ai sruetrseseua a age each ds woh Byetin teak ero ata atseate aged aes 1,019 1,017 1,028 
Opened 5135 3<6 em adie tes bmaieraareaatDarngndadh st Rane oe Hare eine are 54 22 8 
(CIGSCG sects oho doc Sn telat ah ecciralh Gee avec d ats oe aolen ene Scam eagle tian eee Ciba (13) (20) (19) 

| ATCO 1) tl 21) 01010 Lanne eae Renee See ae ee ane Weare ee ene eee an 1,060 1,019 1,017 

Bath & Body Works U.S. 

Besinning Of Prod! yis,¢cs:0 aletecheye eis ait dre aes Sade aoe adeiae wR Rea 1,571 1,587 1,606 
PCN ses. s.cdeg cia cds Brardiep ar aqpdiabe aang din doaia stencueaalie gest avon dln alara! she a piigeatand 8 4 6 
ClOS6 ois. ccc cant eed 64 eRe ES OR eA ee OE ee eR (20) (20) (25) 

Endtof Period! 65.203 ua bier gnwee dscns ae au h ok eet eas Bie ond Ace 1,559 1,571 1,587 

La Senza 

Beginning Of Pend siscnccis ciaanse sae ea sede THES a eae ona eS 158 230 252 
Opened sap. sieiere cvaauei sig says darned. abe nnn abi Miaiaeos aeGlnrae> aya Psareecbo debe 
CIOSER (DY: dietiesck ates Bek eden d Ghb aad See a eT ava Ed hw gees wea (1) (72) (22) 

End ‘of Pend) s.0.c.ccintacctar tere tered ong een ae teee es EAGAN Eee 157 158 230 

Bath & Body Works Canada 

Beginning Of Pend s.5.s.ccgeiicad Meda swtaw dn day Sakis eee ded Mawes 71 69 59 
OPENed gnc wx saieGen nears sends om beleebem a nase mans fi oera snte te eee 8 3 10 
CV OSSD 55s fosines. oe ssh aickad iW saan caress Gar sitelo typ dan teak GOR Comvelaemahe Feeney areas — (1) — 

End of Period). $6.6: éee.t.cue wien a eale oe owes Ean Hakeasis Sa emanate Ree 719 71 69 

Victoria’s Secret Canada 

Besinning: of Pend) sc ccaw Gus adoh sca nadinin cose oe tess oe tae ding adie 26 19 12 
OPENS! Yos.cscats dh sceisesiverhsleen ety apa ne was Mearns dle Sek tics avaaayd artoarkts genes 8 7 8 
TG SEU pis soos et desis eooetea freee tuts Maas ates Seasoterran es faesGocdamt suas aah dts Rta celiamigrinare — — (1) 

Enid OF PGRLOG: 5. sss cae das hod Soa ey HGP Roe AH ES ew HC AS Co a SEE SR Ss 34 26 19 

Henri Bendel 

Beginning: Of Peniod 4 oc.ds fees egln aie acd sues ey eeu tos Ree Ere ere ietes tian 29 19 11 
Opened. dsc tides do des tran ee ie aoe Ode cme e ee daduen ORS —_ 10 
(6) Fo)-77< | Pepe rca me ee re Ne 

Enid OF Peri! 5.35.35 cc's. Fics Soe wads Wp hed Seale OI ale alo eee ane a als Mee 29 29 19 

Victoria’s Secret U.K. 

Besinniing OF Period 2 ie sce erie sials oieiaie, Faas Jeunes ah sane ceupion ia citer ay oye enabler. nee 2 — — 
OPENS 55.5 cs ees ees dvsia reper igche ves iw dies oan aR. Saye 4 BGS, ae See eRe eal Beye 3 2 a 
CVSS io sts ns her ates darte Res cd rticeecttedodechemna cates Anaya istactese cate eatin tana Ma nelanthe «tiated 

Enid OF PCHOG!: 5 Sips cave disse Qos dee Gos Raps Sass koe T4d aa aes Soe RE CSE KS 5 2 — 

Total 

Beginning Of PEO”. icc Goth reedsrcianawndtn a -atheats alan eipnaienne Mpneldralste «.peBiniands 2,876 2,941 2,968 
OPeNne aie. 5.5 edi: citi Sew ean Sees Sow TSG Beas a Rida wee Marea See EBS OGLE Eels 81 48 40 
GIOSEP) usenet cried bade ewes lade Suen sale tie avedteous bee wes wane (34) (113) (67) 

IETIG Oke Bt OM 5 crescent thd ersten cactasanstton deatsate Aap uste sauan ateves Sanataratohe tative 2,923 2,876 2,941 


(a) Number of stores excludes independently owned La Senza, Bath & Body Works and Victoria’s Secret stores operated by 
licensees and franchisees. 

(b) In the fourth quarter of 2011 and second quarter of 2012, we initiated restructuring programs designed to resize a portion of La 
Senza’s store fleet. Under these programs, we closed 79 underperforming stores through the first quarter of 2013. Of these 
stores, 12 were closed in 2011, 66 were closed in 2012 and | was closed in 2013. For additional information, see Note 4 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplemental Data. 
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Results of Operations—2013 Compared to 2012 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2013 in comparison to 2012: 


Operating Income Rate 


2013 2012 2013 2012 
(in millions) 
Victoria’s Secret ...... 0.0.00. cee ee eee ee $1,132 $1,188 16.9% 18.1% 
Bath & Body Works ................0005 618 604 21.1% 20.8% 
Other (a) (b) (c) (d) . 0... ee ee eee (7) (219) (0.6)% (22.3)% 
A Oba rece ceese ac 2 cetaece ache agen oe arene se $1,743 $1,573 16.2% 15.0% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 

(b) 2012 includes $93 million impairments of goodwill, trade name and other intangible assets at La Senza. For 
additional information, see Note 7 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 

(c) 2012 includes a $27 million impairment of long-lived store assets at Henri Bendel. For additional 
information, see Note 6 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplemental Data. 

(d) 2012 includes $14 million of expense associated with restructuring activities at La Senza. For additional 
information, see Note 4 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplemental Data. 


For 2013, operating income increased $170 million to $1.743 billion and the operating income rate increased to 
16.2% from 15.0%. Our 2012 operating income includes the impact of $134 million in special items. For 
additional information, see “Adjusted Financial Information’. Excluding these special items, our adjusted 
operating income increased $36 million and our adjusted operating income rate was about flat to last year. The 
drivers of the operating income results are discussed in the following sections. 
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Net Sales 


The following table provides net sales for 2013 in comparison to 2012: 


2013 2012 (b) % Change 
(in millions) 


Victorias SECretStOLES:. 25 c:cce-eca teste ciansceunle easear es, are m onad be od aiden th, haindatane $ 5,165 $ 4,981 4% 
Victoria's Secret Direct ..6.4...00.40i65 4400003054 ede been badeeee 1,516 1,593 (5%) 
Total Victorias: SCCret} ..2.2:5. 2440 ates a Siento cb ede oe Eh eae Ade, ah WARS 6,681 6,574 2% 
Bath & Body Works Stores ...... 20... 0. cece eee een eens 2,682 2,686 —% 
Bath & Body Works: DiréCt. sc :0.5-s0d ug ane de eh hed bh eee Ee eae 250 216 16% 
‘Fotal: Bath-& Body Works: tosccs)sec cede ects’. ae de a talons hace antes nares eo ae 2,932 2,902 1% 
OUR CA) 565.4 us. Cena ieen dahocesd Sptisaiy eo KANO a Sees <haednd Savoie qa bette aie ete wis 1,160 983 18% 
Total INGE-SaleS: ic ecece crotecaca hue sealer ac ecore atthe, ath arated ee tied aeons, wsonndteteowen $10,773 $10,459 3% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 

(b) We utilize the retail calendar for reporting. As such, the results for fiscal year 2013 represent the 52-week 
period ended February 1, 2014 and the results for 2012 represent the 53-week period ended February 2, 
2013. The extra week in 2012 accounted for approximately $125 million in incremental net sales. 


The following table provides a reconciliation of net sales for 2012 to 2013: 


Victoria’s Bath & 
Secret Body Works Other Total 


(in millions) 


2012 Net Sales 0.0.0.0... ccc ccc ee ene eens $6,574 $2,902 $ 983 $10,459 
Comparable Store Sales .......... 0.0.00... cece eee eee 190 157 66 413 
Sales Associated with New, Closed and Non-comparable 

Remodeled Storés; Nets i..2 cc.c45din oh Bee eS Le hcg wate (6) (161) 14 (153) 
Foreign Currency Translation ......... 0.0.00. c eee eee eee — — (30) (30) 
Direct Channels: 2.ce ecw wed deme lesa es nae ee eceaaeleen et (77) 34 3 (40) 
Mast Global Third-party Sales and Other................... — — 124 124 

2013 Net Sales: sc 3cescnes do ERS Oe Re ahs CRE RRR hal eAEIE eS $6,681 $2,932 $1,160 $10,773 


The following table compares 2013 comparable store sales to 2012: 


2013 2012 
Victoria’s Sectet (a) ¢. acc. ee sen deedesw dashes dave edie shade iw dad 3% 71% 
Bath: & Body Works (a): 0:20. cea. aacerd bed oa ch diewe ae talaces eau melee 1% 7% 
Total Comparable Store Sales (a) (b) 2.2... eee ee eee 2% 6% 


(a) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for 2013 and 2012 were calculated on a 52 to 52 
week basis and 53 to 53 week basis, respectively. 

(b) Includes Victoria’s Secret, Bath & Body Works, La Senza, Bath & Body Works Canada, Victoria’s Secret 
Canada, Victoria’s Secret U.K. and Henri Bendel. 
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For 2013, our net sales increased $314 million to $10.773 billion and comparable store sales increased 2%. The 
results by segment are as follows: 


Victoria’s Secret 


For 2013, net sales increased $107 million to $6.681 billion and comparable store sales increased 3%. The net 
sales result was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased 4% related to increases across most categories including 
PINK, sport, swimwear and core lingerie, driven by a compelling merchandise assortment that incorporated 
newness, innovation and fashion, as well as in-store execution. 


e At Victoria’s Secret Direct, net sales decreased 5% related to a decrease in apparel partially offset by 
increases in sport, PINK, core lingerie, sleepwear and beauty. We are shifting our focus to the core 
categories of the brand including lingerie, PINK and beauty. As a result, net sales in the apparel category are 
declining as we reduce style counts and related inventory. Additionally, a fashion assortment that did not 
resonate with our customers contributed to the decline in apparel. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Bath & Body Works 


For 2013, net sales increased $30 million to $2.932 billion and comparable store sales increased 1%. The net 
sales result was primarily driven by: 


e At Bath & Body Works Stores, net sales were roughly flat. 
e At Bath & Body Works Direct, net sales increased 16% with increases across all categories including 


Signature Collection, home fragrance and soaps and sanitizers. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Other 


For 2013, net sales increased $177 million to $1.160 billion primarily related to higher revenue from our 
international wholesale and franchise business, including sales of merchandise to our international partners from 
Mast Global, new Victoria’s Secret stores in the U.K. and Canada and new Bath & Body Works stores in 
Canada. This increase was partially offset by a decrease in net sales at La Senza primarily due to store closures. 


Gross Profit 


For 2013, our gross profit increased $43 million to $4.429 billion and our gross profit rate (expressed as a 
percentage of net sales) decreased to 41.1% from 41.9% primarily as a result of: 


Victoria’s Secret 
For 2013, gross profit decreased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased slightly due to higher merchandise margin dollars as a 
result of the increase in net sales. The increase in merchandise margin was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by higher net sales, investments in 
real estate and store-related activity. 


e At Victoria’s Secret Direct, gross profit decreased due to lower merchandise margin dollars as a result of 
increased promotional activity and the decrease in net sales. 
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The gross profit rate decrease was primarily driven by a decrease in the merchandise margin rate driven by 
increased promotional activity. The gross profit rate decrease was also driven by an increase in the buying and 
occupancy expense rate due to deleverage associated with the increase in occupancy expense at Victoria’s Secret 
Stores mentioned above. 


Bath & Body Works 
For 2013, gross profit decreased primarily driven by: 


e At Bath & Body Works Stores, gross profit decreased due to lower merchandise margin dollars related 
primarily to increased promotional activity. The gross profit decrease was also driven by higher buying and 
occupancy expenses primarily driven by an increase in occupancy expense driven by investments in real 
estate and store-related activity. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to higher fulfillment costs associated with the increase in net sales. 


The gross profit rate decrease was primarily driven by a decrease in the merchandise margin rate due to increased 
promotional activity in the fourth quarter. The gross profit rate decrease was also driven by an increase in the 
buying and occupancy expense rate due to deleverage associated with the increase in occupancy expense at 

Bath & Body Works Stores mentioned above. 


Other 


For 2013, the gross profit increase was primarily driven by higher merchandise margin dollars related to the 
increase in net sales in our international businesses and increases in net sales at Mast Global. The gross profit 
increase was also driven by lower buying and occupancy expenses driven by the $27 million long-lived store 
asset impairment charge at Henri Bendel and the $13 million in store closure restructuring charges related to our 
La Senza business that both occurred in 2012. The gross profit rate increased significantly driven by a significant 
decrease in the buying and occupancy expense rate due to the factors mentioned above and leverage associated 
with higher sales. The gross profit rate increase was partially offset by a significant decrease in the merchandise 
margin rate primarily due to increased promotional activity at La Senza. 


General, Administrative and Store Operating Expenses 


For 2013, our general, administrative and store operating expenses decreased $34 million to $2.686 billion 
primarily driven by a decrease in incentive compensation and other home office costs partially offset by an 
increase in store selling expenses associated with higher sales volumes and increased international expansion. 


The general, administrative and store operating expense rate decreased to 24.9% from 26.0% due to the factors 
mentioned above and leverage associated with higher sales. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2012, we recognized charges totaling $93 million related to the impairment of goodwill, 
trade name and a lease-related intangible asset at La Senza. These impairment charges are included in 
Impairment of Goodwill and Other Intangible Assets on the 2012 Consolidated Statement of Income. For 
additional information, see Critical Accounting Policies and Estimates and Note 7 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 
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Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2013 and 2012: 


2013 2012 
Average daily borrowings (in millions) ......... 00.0... cece eee eee eee $4,614 $4,495 
Average borrowing rate (in percentages) ........ 0.00... cee eee eee eee 6.8% 71% 


For 2013, our interest expense decreased $2 million to $314 million driven by a decrease in the average 
borrowing rate partially offset by an increase in average borrowings related to the October 2013 $500 million 
note issuance. 


Other Income 


For 2013, our other income decreased $7 million to $17 million primarily due to the $13 million gain related to 
$13 million in cash distributions from certain of our investments in Easton in November 2012 partially offset by 
an increase in equity method income from our investment in the third-party apparel sourcing business. 


Provision for Income Taxes 


For 2013, our effective tax rate decreased to 37.5% from 41.2%. The 2013 rate was lower than our combined 
estimated federal and state statutory rate of 38.8% primarily due to foreign earnings taxed at a rate lower than our 
combined estimated federal and state statutory rate. The 2012 rate was higher than our combined estimated 
federal and state statutory rate of 39.0% primarily due to the impairment of La Senza’s goodwill and other 
intangible assets for which no tax benefit was recognized. 


Results of Operations—Fourth Quarter of 2013 Compared to Fourth Quarter of 2012 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2013 in comparison to the fourth quarter of 2012: 


Fourth Quarter Operating Income Rate 
2013 2012 2013 2012 
(in millions) 
Victoria's Secret: sure anecew slayer danse aa ee Rad eed enwees $453 $ 496 20.3% 22.1% 
Bath & Body Works ....... 0... cece eee e eee 377 398 31.3% 31.8% 
Othier (A)(D) (6) cc icaccnessasedeweesneoeateeacdenavenancreay 33. (106) 8.6% (29.5)% 
Hota) cdbeaew Mew eta de Peoeeehset Leeda da eoenesa sae aac $863 $ 788 22.6% 20.4% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 

(b) 2012 includes a $93 million impairment of goodwill, trade name and other intangible assets at La Senza. For 
additional information, see Note 7 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 

(c) 2012 includes a $27 million impairment of long-lived store assets at Henri Bendel. For additional 
information, see Note 6 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplemental Data. 


For the fourth quarter of 2013, operating income increased $75 million to $863 million and the operating income 


rate increased to 22.6% from 20.4%. The drivers of the operating income results are discussed in the following 
sections. 
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Net Sales 


The following table provides net sales for the fourth quarter of 2013 in comparison to the fourth quarter of 2012: 


2013 2012 (b) % Change 


Fourth Quarter (in millions) 

Victoria: S:Secret: StoreS: s.0:4.ce wala Bede debe ete w andtrnie Mie ie wa eee eee $1,724 $1,714 1% 

Victoria’s Secret Direct. ..-ci0% os anaedde oe eee baa eda eee A Dee ee ed 504 533 (5%) 
Total. Victorias Secret: 5.33 2 escent 52d we nace sea eed ee Mat aie 2 2,228 2,247 (1%) 

Bath & Body Works Stores ..... 20.0... ccc cette ene n ens 1,104 1,157 (5%) 

Bath & Body Works: DireCt: 2. cu cs secs sens ed pote gud SR Sega Eee 2 101 93 9% 
Total Bath & Body Works ......... 2.0.0.0: e ccc eeeeee 1,205 1,250 (4%) 

Other (a) 2o.cseacted ld atte Waa es Oa eal bh adatene GS Sewer ee oe 385 359 7% 
Total Net Sal@$>. «4 sn: scouts bo eee a beoted webeaendearana dacs Gee cesta g bop Seeeacelades $3,818 $3,856 (1%) 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 

(b) We utilize the retail calendar for reporting. As such, the results for the fourth quarter of 2013 represent the 
13-week period ended February 1, 2014 and the results for the fourth quarter of 2012 represent the 14-week 
period ended February 2, 2013. The extra week in the fourth quarter of 2012 accounted for approximately 
$125 million in incremental sales. 


The following table provides a reconciliation of net sales for the fourth quarter of 2012 to the fourth quarter of 
2013: 


Victoria’s Bath & 
Secret Body Works Other Total 


Fourth Quarter (in millions) 

2012: Net Sales! 2.4 ec0 bie chee ie ek baa eee eee ei teeedé weds $2,247 $1,250 $359 $3,856 
Comparable Store Sales. :.. ccc sccctawek aes’ pete vad ees ces 39 (10) 3 32 
Sales Associated with New, Closed and Non-comparable 

Remodeled Storés; Net .2.2..c0dcoend Ghee eeaneeeateeg as (29) (43) 12 (60) 
Foreign Currency Translation ......... 00... — — (16) (16) 
Direct: Channels:-2 4c 6 24.ok.ded. anced aecsce wea hd adage Saws ie oe (29) 8 1 (20) 
Mast Global Third-party Sales and Other ..................... — — 26 26 

2013 Net Sales .escsecg.o'5 e250 ews Gece wien deay 3h. ARS G9 Red eee ee De $2,228 $1,205 $385 $3,818 


The following table compares fourth quarter of 2013 comparable store sales to fourth quarter of 2012: 


Fourth Quarter 2013 2012 
Victoria’s Secret Stores (a)... 6.2 ete ene 3% 3% 
Bath & Body Works:(a)) ic.cccnc304 gene Shade tee Reed hoa Ra eee ond (1)% 7% 
Total Comparable Store Sales (a) (b) ... 0... eee ee eee 1% = 5% 


(a) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for the fourth quarter of 2013 and 2012 were 
calculated on a 13 to 13 week basis and 14 to 14 week basis, respectively. 
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(b) Includes Victoria’s Secret, Bath & Body Works, La Senza, Bath & Body Works Canada, Victoria’s Secret 
Canada, Victoria’s Secret U.K. and Henri Bendel. 


For the fourth quarter of 2013, our net sales decreased $38 million to $3.818 billion and comparable store sales 
increased 1%. The results by segment are as follows: 


Victoria’s Secret 


For the fourth quarter of 2013, net sales decreased $19 million to $2.228 billion and comparable store sales 
increased 3%. The net sales result was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased 1%. The increase was driven by performance in sport and 
PINK partially offset by decreases in beauty and core lingerie. 


e At Victoria’s Secret Direct, net sales decreased 5% related to a decrease in apparel partially offset by 
increases in beauty, sport, sleepwear and PINK. We are shifting our focus to the core categories of the brand 
including lingerie, PINK and beauty. As a result, net sales in the apparel category are declining as we reduce 
style counts and related inventory. Additionally, a fashion assortment that did not resonate with our 
customers contributed to the decline in apparel. 


The increase in comparable store sales was driven by an increase in total transactions. 


Bath & Body Works 


For the fourth quarter of 2013, net sales decreased $45 million to $1.205 billion and comparable store sales 
decreased 1%. The net sales result was primarily driven by: 


e At Bath & Body Works Stores, net sales decreased 5% related to decreases across most categories including 
our performance brands, giftsets, Signature Collection and soaps and sanitizers business. 


e At Bath & Body Works Direct, net sales increased 9% related to increases across all categories including 


Signature Collection, home fragrance and soaps and sanitizers. 


The decrease in comparable store sales was driven by a decrease in total transactions. 


Other 


For the fourth quarter of 2013, net sales increased $26 million to $385 million primarily related to higher revenue 
from our international wholesale and franchise business, including sales of merchandise to our international 
partners from Mast Global, new Victoria’s Secret stores in the U.K. and Canada and new Bath & Body Works 
stores in Canada. This increase was partially offset by a decrease in net sales at La Senza due to the impact of 
foreign currency and store closures. 


Gross Profit 


For the fourth quarter of 2013, our gross profit decreased $75 million to $1.642 billion and our gross profit rate 
(expressed as a percentage of net sales) decreased to 43.0% from 44.5% primarily as a result of: 


Victoria’s Secret 
For the fourth quarter of 2013, gross profit decreased primarily driven by: 


e At Victoria’s Secret Stores, gross profit decreased due to the decline in sales and lower merchandise margin 
dollars driven by increased promotional activity. The decrease in gross profit was also due to higher buying 
and occupancy expenses due to an increase in occupancy expense driven by investments in real estate and 
store-related activity. 
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¢ At Victoria’s Secret Direct, gross profit decreased due to lower merchandise margin dollars as a result of the 
decrease in net sales and increased promotional activity. 


The gross profit rate decrease was primarily driven by a significant decline in the merchandise margin rate driven 
by increased promotional activity and a positive response to our customer marketing programs. The gross profit 
rate decrease was also driven by an increase in the buying and occupancy expense rate due to deleverage 
associated with the increase in occupancy expense at Victoria’s Secret Stores mentioned above. 


Bath & Body Works 
For the fourth quarter of 2013, gross profit decreased primarily driven by: 


e At Bath & Body Works Stores, gross profit decreased due to lower merchandise margin dollars primarily 
related to the decrease in net sales. The decrease in merchandise margin dollars was partially offset by lower 
buying and occupancy expenses related to the decrease in net sales. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales and lower buying and occupancy expenses due to lower fulfillment costs. 


The gross profit rate decreased due to a decrease in the merchandise margin rate due to increased promotional 
activity. 


Other 


For the fourth quarter of 2013, the gross profit increase was primarily driven by lower buying and occupancy 
expenses driven by the $27 million long-lived store asset impairment charge at Henri Bendel that occurred in the 
fourth quarter of 2012. The gross profit increase was also driven by higher merchandise margin dollars related to 
the increase in net sales in our international businesses and increases in net sales at Mast Global partially offset 
by lower merchandise margin dollars related to the decrease in net sales at La Senza. The gross profit rate 
increased significantly driven by a significant decrease in the buying and occupancy expense rate due to the 
factors mentioned above and leverage associated with higher sales. The gross profit rate increase was partially 
offset by a significant decrease in the merchandise margin rate primarily due to increased promotional activity at 
La Senza. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2013, our general, administrative and store operating expenses decreased $57 million to 
$779 million primarily driven by a decrease in incentive compensation and other home office costs. 


The general, administrative and store operating expense rate decreased to 20.4% from 21.7% due to the factors 
cited above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2012, we recognized charges totaling $93 million related to the impairment of goodwill, 
the trade name and a lease-related intangible asset at La Senza. These impairment charges are included in 
Impairment of Goodwill and Other Intangible Assets on the 2012 Consolidated Statement of Income. For 
additional information, see Critical Accounting Policies and Estimates and Note 7 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 
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Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2013 and 2012: 


Fourth Quarter 2013 2012 
Average daily borrowings (in millions) .......... 00.000 e ee eee eee $4,963 $4,484 
Average borrowing rate (in percentages) .................0 000000. 6.7% 7.0% 


For the fourth quarter of 2013, our interest expense was flat at $82 million primarily driven by a decrease in the 
average borrowing rate offset by an increase in average borrowings related to the October 2013 $500 million note 
issuance. 


Other Income 


For the fourth quarter of 2013, our other income increased $1 million to $6 million. The increase was primarily 
driven by equity method income from our investment in the third-party apparel sourcing business. 


Provision for Income Taxes 


For the fourth quarter of 2013, our effective tax rate decreased to 37.8% from 42.1%. The 2013 rate was lower 
than our combined estimated federal and state statutory rate of 38.8% primarily due to foreign earnings taxed at a 
rate lower than our combined estimated federal and state statutory rate. The 2012 rate was higher than our 
combined estimated federal and state statutory rate of 39% primarily due to the impairment of La Senza’s 
goodwill and other intangible assets for which no tax benefit was recognized. 


Results of Operations—2012 Compared to 2011 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2012 in comparison to 2011: 


Operating Income Rate 


2012 2011 2012 2011 
(in millions) 
Victoria S:SeGret. é.c.c06.0hc06 eee ca Ghose duadebnootd beatae eti wd $1,188 $1,081 18.1% 17.7% 
Bath & Body Works .......... 000 ccc cece cece teens 604 513 20.8% 19.2% 
Other (a) (b) (c) (d) (€-) (fF) occ eee eee enes (219) (356) (22.3)%  (22.7)% 
MOUAL, extent wae dese tee nae eee, ease ee aoe oo ek Peteaedae beta ais Bake $1,573 $1,238 15.0% 11.9% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. In the fourth quarter of 
2011, we divested 51% of our third-party apparel sourcing business. As such, results of this business are 
only included through the first three quarters of 2011. For additional information, see Note 3 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplemental Data. 

(b) 2012 and 2011 include $93 million and $232 million, respectively, impairments of goodwill, trade name and 
other intangible assets at La Senza. For additional information, see Note 7 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 

(c) 2012 includes a $27 million impairment of long-lived store assets at Henri Bendel. For additional 
information, see Note 6 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplemental Data. 
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(d) 


(e) 


(f) 


2012 and 2011 include $14 million and $24 million, respectively, of expense associated with restructuring 
activities at La Senza. For additional information, see Note 4 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplemental Data. 

2011 includes $163 million of expense associated with the charitable contribution of shares of Express to 
The Limited Brands Foundation. For additional information, see Note 8 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 

2011 includes an $111 million gain associated with the divestiture of the third-party apparel sourcing 
business. For additional information, see Note 3 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplemental Data. 


For 2012, operating income increased $335 million to $1.573 billion and the operating income rate increased to 
15.0% from 11.9%. Our 2012 and 2011 operating income includes the impact of $134 million and $308 million, 
respectively, in special items. For additional information, see “Adjusted Financial Information”. Excluding these 
special items, our adjusted operating income increased $161 million to $1.707 billion and the operating income rate 
increased to 16.3% from 14.9%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2012 in comparison to 2011: 


2012 (b) 2011 % Change 
(in millions) 


Victoria's Secret Stores” ..< hissed dd oe ao oe ORS Sd oe ae oe bea $ 4,981 $ 4,564 9% 
VictOna’ S-SCCFEtIDIFECE 2c... 4:e ese. Sess cians Gos. gees Gta eee Gee od Ok Ga a ane ee 1,593 1,557 2% 

Total Victoria’s Secret 2.0.0... 0. ee eee eee eee 6,574 6,121 7% 
Bath & Body Works Stores ...... 20... 0. cece eee eee eens 2,686 2,491 8% 
Bath: & Body Wotks: Direct 0c cnc diviet ee bei igs Rha sa anes alae ad) Hedges 216 183 18% 

Total Bath & Body Works: 00.0005 60g puedes bebe bee bee eee 2,902 2,674 9% 
5G n=) (9 mn mee 983 1,569 (37%) 

Total Net Sales 2 ogi. gess2yietied } iene I eeae eos eee a eae oe $10,459 $10,364 1% 
(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. In the fourth quarter of 


(b) 


2011, we divested 51% of our third-party apparel sourcing business. As such, results of this business are 
only included through the first three quarters of 2011. 2011 sales included $702 million attributable to the 
third-party apparel sourcing business. For additional information, see Note 3 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 

We utilize the retail calendar for reporting. As such, the results for fiscal year 2012 represent the 53-week 
period ended February 2, 2013 and the results for 2011 represent the 52-week period ended January 28, 
2012. The extra week accounted for approximately $125 million in incremental net sales in 2012. 
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The following table provides a reconciliation of net sales for 2011 to 2012: 


Victoria’s Bath & 
Secret Body Works Other Total 


(in millions) 
2011 Net Sales... 0.0... cc cee eens $6,121 $2,674 $1,569 $10,364 
Comparable Store Sales ....... 0.0... ce eee eee eee 288 162 (7) 443 
Sales Associated with New, Closed and Non-comparable 


Remodeled Stores, Net ....... 0.0... cece eee eee eee 129 33 65 227 
Foreign Currency Translation .......... 0.00.2: eee eee eee — — (2) (2) 
Direct: Channels: ¢..2c4304 $c ee Gee Gee ease wld ada es 36 33 3 72 
Mast Global Third-party Sales and Other ................., — —_— 57 57 
Divestiture of Third-party Apparel Sourcing Business ........ — —_— (702) (702) 

2012 Net Sales: 423 ic ot agute Has eRe ee eed wae eehene $6,574 $2,902 $ 983 $10,459 
The following table compares 2012 comparable store sales to 2011: 
2012 2011 
VictOnaS Secret: (a): “g. «..idehais 3.20303 ache eh eee dts cae nieAcsi'a, ween Guay Soon and Goeosnaitecbcate odcaates 71% 14% 
Bath & Body Works (a) « ...06 ccee ees s sewed end weve bere aN Ree Oe 71% 6% 
Total Comparable Store Sales (a) (b) . 2.0... eee eee eee 6% 10% 


(a) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for 2012 and 2011 were calculated on a 53 to 53 
week basis and 52 to 52 week basis, respectively. 

(b) Includes Victoria’s Secret, Bath & Body Works, La Senza, Bath & Body Works Canada, Victoria’s Secret 
Canada and Henri Bendel. 


For 2012, our net sales increased $95 million to $10.459 billion and comparable store sales increased 6%. The 
results by segment are as follows: 


Victoria’s Secret 


For 2012, net sales increased $453 million to $6.574 billion and comparable store sales increased 7%. The net 
sales result was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased across most categories including PINK, core lingerie, 
swimwear and beauty, driven by a compelling merchandise assortment that incorporated newness, 
innovation and fashion, as well as in-store execution. 


e At Victoria’s Secret Direct, net sales increased 2% related to increases in PINK, core lingerie, swimwear, 
sleepwear and beauty, which were partially offset by a decrease in apparel. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 
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Bath & Body Works 


For 2012, net sales increased $228 million to $2.902 billion and comparable store sales increased 7%. The net 
sales result was primarily driven by: 


e At Bath & Body Works Stores, net sales increased across most categories including Signature Collection, 
home fragrance and soaps and sanitizers which all incorporated newness and innovation. 


e At Bath & Body Works Direct, net sales increased with increases across all categories including Signature 
Collection, home fragrance and soaps and sanitizers. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Other 


For 2012, net sales decreased $586 million to $983 million primarily related to the divestiture of the third-party 
apparel sourcing business in the fourth quarter of 2011 and a decrease in sales at La Senza due to store closures. 
This decrease was partially offset by higher revenue from our international wholesale and franchise business, 
including sales of merchandise to our international partners from Mast Global, new Victoria’s Secret stores in 
Canada and the U.K. and new Bath & Body Works stores in Canada. 


Gross Profit 


For 2012, our gross profit increased $329 million to $4.386 billion and our gross profit rate (expressed as a 
percentage of net sales) increased to 41.9% from 39.1% primarily as a result of: 


Victoria’s Secret 
For 2012, the gross profit increase was primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales. The increase in merchandise margin was partially offset by an increase in buying 
and occupancy expenses primarily driven by higher occupancy costs related to the increase in net sales and 
store-related activity. 


e At Victoria’s Secret Direct, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales. 


The gross profit rate was roughly flat driven by a decrease in the buying and occupancy expense rate due to 
leverage associated with higher net sales partially offset by a decrease in the merchandise margin rate due to 
increased promotional activity at Victoria’s Secret Stores. 


Bath & Body Works 
For 2012, the gross profit increase was primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars related to 
the increase in net sales. The increase in merchandise margin dollars was partially offset by an increase in 
buying and occupancy expenses primarily driven by higher occupancy costs related to the increase in net 
sales and store-related activity. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to higher fulfillment costs associated with the increase in net sales. 


The gross profit rate increase was driven primarily by a decrease in the buying and occupancy expense rate due 
to leverage associated with higher sales. 
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Other 


For 2012, the gross profit increase was primarily driven by higher merchandise margin dollars related to the 
increase in net sales in our international businesses and increases in net sales to our internal brands from Mast 
Global. The gross profit increase was partially offset by the divestiture of our third-party apparel sourcing 
business and a $27 million long-lived store asset impairment charge at Henri Bendel driven by continued 
negative operating results. The gross profit rate increased significantly due to the divestiture of the third-party 
apparel sourcing business in the fourth quarter of 2011 which removed lower margin sales, which was partially 
offset by an increase in the buying and occupancy rate due to the long-lived store asset impairment charge 
mentioned above. 


General, Administrative and Store Operating Expenses 


For 2012, our general, administrative and store operating expenses increased $22 million to $2.720 billion 
primarily driven by an increase in store selling expenses associated with higher sales volumes and increased 
international expansion. This increase was partially offset by $163 million of expense associated with the 
charitable contribution to The Limited Brands Foundation in 2011 and $7 million in restructuring charges related 
to our La Senza business that occurred in the fourth quarter of 2011. The general, administrative and store 
operating expense rate was flat at 26.0% due to the factors mentioned above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2012, we recognized charges totaling $93 million related to the impairment of goodwill, 
trade name and other intangible assets at La Senza. In the fourth quarter of 2011, we recognized charges totaling 
$232 million related to the impairment of goodwill, trade name and a lease-related intangible asset at La Senza. 
These impairment charges are included in Impairment of Goodwill and Other Intangible Assets on the 2012 and 
2011 Consolidated Statements of Income, respectively. For additional information, see Critical Accounting 
Policies and Estimates and Note 7 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 


Divestiture of Third-party Apparel Sourcing Business 


In the fourth quarter of 2011, we recognized a pre-tax gain of $111 million associated with the divestiture of 51% 
of our ownership interest in our third-party apparel sourcing business for pre-tax cash proceeds of $124 million. 
The proceeds are included in Proceeds from Divestiture of Third-party Apparel Sourcing Business within the 
Investing Activities section on the 2011 Consolidated Statements of Cash Flows. The pre-tax gain is included in 
Gain on Divestiture of Third-party Apparel Sourcing Business on the 2011 Consolidated Statement of Income. 
For additional information, see Note 3 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 


Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2012 and 2011: 


2012 2011 
Average daily borrowings (in millions) ............ 0.00.0 eee eee $4,495 $3,364 
Average borrowing rate (in percentages) ...................00000. 7.1% 7.3% 


For 2012, our interest expense increased $70 million to $316 million driven by an increase in average borrowings 
related to the February 2012 $1 billion note issuance, partially offset by a decrease in the average borrowing rate. 
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Other Income 


For 2012, our other income decreased $211 million to $24 million primarily due to a $147 million gain related to 
the charitable contribution of our remaining shares of Express to The Limited Brands Foundation completed in 
July 2011 and an $86 million gain related to the sale of a portion of our shares of Express completed in April 
2011. This decrease was partially offset by the $13 million gain related to $13 million in cash distributions from 
certain of our investments in Easton in November 2012 and equity method income from our investment in the 
third-party apparel sourcing business. 


Provision for Income Taxes 


For 2012, our effective tax rate increased to 41.2% from 30.7%. The 2012 rate was higher than our combined 
estimated federal and state statutory rate of 39.0% primarily due to the impairment of La Senza’s goodwill and 
other intangible assets for which no tax benefit was recognized. The 2011 rate was lower than our combined 
estimated federal and state statutory rate of 39.0% primarily due to the tax benefit associated with our charitable 
contribution of Express shares to The Limited Brands Foundation as well as the nontaxable foreign portion of the 
divestiture of our third-party apparel sourcing business. 


Results of Operations—Fourth Quarter of 2012 Compared to Fourth Quarter of 2011 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2012 in comparison to the fourth quarter of 2011: 


Fourth Quarter Operating Income Rate 
2012 2011 2012 2011 
(in millions) 
ViACtOrIa’ S: SOCKS gs.doc:snseg a 2peaives gob de cdete aractaeuba cb. taerie aes geaoaoal ach. Guartcd dames $496 $ 447 22.1% 21.4% 
Bath & Body Works. «020050000 ee0is oberg eee niet een tasees 398 348 31.8% 30.9% 
Other (a) (b) (c) (d) (€) oo. . eee eee c cee eeecececucuteveveveuens (106) (154) = (29.5)% ~~ (51.8)% 
Ota as asyeoies ddsickrewheacte 28 GG Se Reh ue hae taeda ee ew $788 $ 641 20.4% 18.2% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 

(b) 2012 and 2011 include a $93 million and $232 million, respectively, impairment of goodwill, trade name 
and other intangible assets at La Senza. For additional information, see Note 7 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplemental Data. 

(c) 2012 includes a $27 million impairment of long-lived store assets at Henri Bendel. For additional 
information, see Note 6 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplemental Data. 

(d) 2011 includes a $111 million gain associated with the divestiture of the third-party apparel sourcing 
business. For additional information, see Note 3 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplemental Data. 

(e) 2011 includes $24 million of expense associated with the restructuring of our La Senza business. For 
additional information, see Note 4 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 


For the fourth quarter of 2012, operating income increased $147 million to $788 million and the operating 


income rate increased to 20.4% from 18.2%. The drivers of the operating income results are discussed in the 
following sections. 
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Net Sales 


The following table provides net sales for the fourth quarter of 2012 in comparison to the fourth quarter of 2011: 


2012 (b) 2011 % Change 


Fourth Quarter (in millions) 

Victoria’ Ss: Secret Stores: s.c3-< da cee barns bas bea Ve IA ON eee $1,714 $1,572 9% 

Victoria's: Secret Dr6ct. x scene ako oe Gone, AAD WH ee SRS R RSET: 533 518 3% 
Total Victorias S@cret. ..25. sects whe de R CR AA OOS das Ge eRe 4 2,247 2,090 8% 

Bath:& Body Works: Stores: ¢2s:00.0504.4.0004 ede be toads een etde dete 1,157 1,050 10% 

Bath & Body Works Ditect: ...000i4t4$.00 000 Geet te waded ebedat orden s 93 77 21% 
Total Bath & Body Works ......... 0... ccc eee nes 1,250 1,127 11% 

CUMS A) ay asecadsnre wetted soe) S-008 ond eebee dose hid aise oe dan 3 eke be ae Sa ea 359 298 20% 
Total Nét‘Salés 04.4.0. ¢ca4d005 die dred Oh hee bao enh daebee ead os $3,856 $3,515 10% 


(a) Includes our international operations, Mast Global, Henri Bendel and Corporate. 


(b) We utilize the retail calendar for reporting. As such, the results for the fourth quarter of 2012 represent the 
14-week period ended February 2, 2013 and the results for the fourth quarter of 2011 represent the 13-week 
period ended January 28, 2012. The extra week accounted for approximately $125 million in incremental 


sales in the fourth quarter of 2012. 


The following table provides a reconciliation of net sales for the fourth quarter of 2011 to the fourth quarter of 


2012: 
Victoria’s Bath & Body 
Secret Works Other Total 
Fourth Quarter (in millions) 
2OTT NOC: Salles). occ vicccc etos oo ed eo Seta tes awd gaa aha kG been $2,090 $1,127 $298 $3,515 
Comparable Store Sales ... 0.0.0.0... eee eee eee 50 78 2 130 
Sales Associated with New, Closed and Non-comparable 
Remodeled: Stores: N6t.46sc4 55. 54200 nce feb tee seas epee 92 29 27 148 
Foreign Currency Translation ................ 0.000000. 00002 —_— —_— 6 6 
Direct: Channels: 002% s64 bc cede She chk Hark behets Aa See 15 16 2 33 
Mast Global Third-party Sales and Other..................... —_— — 24 24 
2012 Net Sales? cic: : cvs con cee ct ode ees Bea ee eae eee eae $2,247 $1,250 $359 $3,856 


The following table compares fourth quarter of 2012 comparable store sales to fourth quarter of 2011: 


Fourth Quarter 2012 2011 

Victoria’s Secret Stores (a)... 6... eee nen 3% 12% 
Bath & Body Works (a) .0ccsccsce caw cbse eee eee een eee eo eaea ewe e de eee 71% 3% 
Total Comparable Store Sales (a) (b) .. 2... ec ee eens 5% 1% 


(a) The percentage change in comparable store sales represents the change in sales at comparable stores only 
and excludes the change in sales from our direct channels. A store is typically included in the calculation of 
comparable store sales when it has been open or owned 12 months or more and it has not had a change in 
selling square footage of 20% or more. Additionally, stores of a given brand are excluded if total selling 
square footage for the brand in the mall changes by 20% or more through the opening or closing of a second 
store. The percentage change in comparable store sales are calculated on a comparable calendar period. 
Therefore, the percentage change in comparable store sales for the fourth quarter of 2012 and 2011 were 


calculated on a 14 to 14 week basis and 13 to 13 week basis, respectively. 


(b) Includes Victoria’s Secret, Bath & Body Works, La Senza, Bath & Body Works Canada, Victoria’s Secret 


Canada and Henri Bendel. 
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For the fourth quarter of 2012, our net sales increased $341 million to $3.856 billion and comparable store sales 
increased 5%. The results by segment are as follows: 


Victoria’s Secret 


For the fourth quarter of 2012, net sales increased $157 million to $2.247 billion and comparable store sales 
increased 3%. The net sales result was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased across most categories including PINK, core lingerie and 
sport driven by a compelling merchandise assortment that incorporated newness, innovation and fashion, as 
well as in-store execution. 


e At Victoria’s Secret Direct, net sales increased 3% related to increases in PINK, sport and core lingerie, 


partially offset by a decrease in apparel. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Bath & Body Works 


For the fourth quarter of 2012, net sales increased $123 million to $1.250 billion and comparable store sales 
increased 7%. The net sales result was primarily driven by: 


e At Bath & Body Works Stores, net sales increased across most categories including Signature Collection, 
home fragrance and soaps and sanitizers which all incorporated newness and innovation. 


e At Bath & Body Works Direct, net sales increased with increases across all categories including Signature 


Collection, home fragrance and soaps and sanitizers. 


The increase in comparable store sales was driven by an increase in total transactions and higher average dollar 
sales. 


Other 


For the fourth quarter of 2012, net sales increased $61 million to $359 million primarily related to higher revenue 
from our international wholesale and franchise business, including sales of merchandise to our international 
partners from Mast Global, new Victoria’s Secret stores in Canada and the U.K. and new Bath & Body Works 
stores in Canada. This increase was partially offset by a decrease in sales at La Senza due to store closures. 


Gross Profit 


For the fourth quarter of 2012, our gross profit increased $189 million to $1.717 billion and our gross profit rate 
(expressed as a percentage of net sales) increased to 44.5% from 43.5% primarily as a result of: 


Victoria’s Secret 
For the fourth quarter of 2012, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to an increase in occupancy expense driven by higher net sales and store 
related activity. 


e At Victoria’s Secret Direct, gross profit increased due to higher merchandise margin dollars as a result of 
the increase in net sales. 
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The gross profit rate increase was driven primarily by a significant increase in the merchandise margin rate at 
Victoria’s Secret Direct due to decreased promotional activity and leverage on buying and occupancy expenses 
from the increase in net sales. The gross profit rate increase at Victoria’s Secret Direct was partially offset by a 
gross profit rate decrease at Victoria’s Secret Stores primarily due to a decrease in the merchandise margin rate 
driven by increased promotional activity. 


Bath & Body Works 
For the fourth quarter of 2012, gross profit increased primarily driven by: 


e At Bath & Body Works Stores, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses driven by higher net sales and store related activity. 


e At Bath & Body Works Direct, gross profit increased due to higher merchandise margin dollars as a result 
of the increase in net sales. The increase in merchandise margin dollars was partially offset by higher buying 
and occupancy expenses due to higher fulfillment costs associated with the increase in net sales. 


The gross profit rate increase was driven primarily by an increase in the merchandise margin rate related to 
decreased promotional activity. 


Other 


For the fourth quarter of 2012, the gross profit increase was primarily driven by higher merchandise margin 
dollars related to net sales increases in our international businesses, higher merchandise margin dollars at Mast 
Global related to net sales increases to our internal brands and the $17 million in restructuring charges at La 
Senza that occurred in the fourth quarter of 2011. The gross profit increase was partially offset by the $27 million 
long-lived store asset impairment charge related to Henri Bendel. The gross profit rate increased significantly due 
to the factors mentioned above. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2012, our general, administrative and store operating expenses increased $71 million to 
$836 million primarily driven by an increase in store selling expenses driven by higher sales volumes and 
increased international expansion. This increase was partially offset by the $7 million in restructuring charges 
related to our La Senza business that occurred in the fourth quarter of 2011. 


The general, administrative and store operating expense rate decreased slightly to 21.7% from 21.8% due to the 
factors cited above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2012, we recognized charges totaling $93 million related to the impairment of goodwill, 
the trade name and other intangible assets at La Senza. In the fourth quarter of 2011, we recognized charges 
totaling $232 million related to the impairment of goodwill, the trade name and a lease-related intangible asset at 
La Senza. These impairment charges are included in Impairment of Goodwill and Other Intangible Assets on the 
2012 and 2011 Consolidated Statements of Income, respectively. For additional information, see Critical 
Accounting Policies and Estimates and Note 7 to the Consolidated Financial Statements included in Item 8. 
Financial Statements and Supplemental Data. 


Gain on Divestiture of Third-party Apparel Sourcing Business 


In the fourth quarter of 2011, we recognized a pre-tax gain of $111 million associated with the divestiture of 51% 
of our ownership interest in our third-party apparel sourcing business for pre-tax cash proceeds of $124 million. 
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The proceeds are included in Proceeds from Divestiture of Third-party Apparel Sourcing Business within the 
Investing Activities section on the 2011 Consolidated Statement of Cash Flows. The pre-tax gain is included in 
Gain on Divestiture of Third-party Apparel Sourcing Business on the 2011 Consolidated Statement of Income. 
For additional information, see Note 3 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2012 and 2011: 


Fourth Quarter 2012 2011 
Average daily borrowings (in millions) .......... 00.0.0: ee eee eee $4,484 $3,520 
Average borrowing rate (in percentages) ...................00000. 7.0% 7.2% 


For the fourth quarter of 2012, our interest expense increased $19 million to $82 million primarily driven by an 
increase in average borrowings related to the February 2012 $1 billion note issuance, partially offset by a 
decrease in the average borrowing rate. 


Other Income 


For the fourth quarter of 2012, our other income increased $3 million to $5 million. The increase was primarily 
driven by equity method income from our investment in the third-party apparel sourcing business. 


Provision for Income Taxes 


For the fourth quarter of 2012, our effective tax rate increased to 42.1% from 38.0%. The 2012 rate was higher 
than our combined estimated federal and state statutory rate of 39.0% primarily due to the impairment of La 
Senza’s goodwill and other intangible assets for which no tax benefit was recognized. The 2011 rate was lower 
than our combined estimated federal and state statutory rate of 39.0% primarily due to the tax benefit associated 
with the nontaxable foreign portion of the divestiture of our third-party apparel sourcing business. 


FINANCIAL CONDITION 
Liquidity and Capital Resources 


Liquidity, or access to cash, is an important factor in determining our financial stability. We are committed to 
maintaining adequate liquidity. Cash generated from our operating activities provides the primary resources to 
support current operations, growth initiatives, seasonal funding requirements and capital expenditures. Our cash 
provided from operations is impacted by our net income and working capital changes. Our net income is 
impacted by, among other things, sales volume, seasonal sales patterns, success of new product introductions and 
profit margins. Historically, sales are higher during the fourth quarter of the fiscal year due to seasonal and 
holiday-related sales patterns. Generally, our need for working capital peaks during the summer and fall months 
as inventory builds in anticipation of the holiday period. 


We believe in returning value to our shareholders through a combination of dividends and share repurchase 
programs. During 2013, we paid $349 million in regular dividends and repurchased $63 million of our common 
stock. We use cash flow generated from operating activities and financing activities to fund our dividends and 
share repurchase programs. 


Our total cash and cash equivalents held by foreign subsidiaries were $166 million as of February 1, 2014. Under 
current tax laws and regulations, if cash and cash equivalents held outside the U.S. are repatriated to the U.S., in 
certain circumstances we may be subject to additional income taxes. 
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The following table provides our long-term debt balance as of February 1, 2014 and February 2, 2013: 
February 1, February 2, 
2014 2013 
(in millions) 
Senior Unsecured Debt with Subsidiary Guarantee 


$1 billion, 5.625% Fixed Interest Rate Notes due February 2022 (“2022 Notes”) ...... $1,000 $1,000 
$1 billion, 6.625% Fixed Interest Rate Notes due April 2021 (‘2021 Notes”) ......... 1,000 1,000 
$500 million, 5.625% Fixed Interest Rate Notes due October 2023 (“2023 Notes”) ..... 500 — 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019, Less Unamortized 

Discount (“2019. Notes”):(a) iss oc2cs Seek Dee ete een bo Pea Seana es aed oe 494 489 
$400 million, 7.00% Fixed Interest Rate Notes due May 2020 (‘2020 Notes”) ........ 400 400 
Total Senior Unsecured Debt with Subsidiary Guarantee ....................000.0. $3,394 $2,889 


Senior Unsecured Debt 
$700 million, 6.90% Fixed Interest Rate Notes due July 2017, Less Unamortized 


Discount:(“201'7 Notes”) (D):..scciacescsiaras seid, a 6 Saved 6 aa deececaieves enero! ace ecevarapdeelene audceius $ 718 $ 721 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033, Less 

Unamortized Discount (“2033 Notes”) ........ 0.00 cc eee eens 350 350 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037, Less Unamortized 

Discount:C2037 INOS”) 3. sac sus tidue acd) ad heed ¢ areas Sandee auras wascetd anche dee cee Rldetitacs 299 299 
5.25% Fixed Interest Rate Notes due November 2014, Less Unamortized Discount 

CQOTA NOES”) CC)oos:aicicd sahcace tele tnd taleiar dceearist 30k teobieue hed decdlacdnsoaue bday dobsded, alactuadaeneacoua 215 218 
Total Senior Unséctired Debt 4-04 sonic cece bean oda a sed Weed OAS OE bared dea $1,582 $1,588 
TOU aNe cease cheese sesteea Gades staat ates gaa sartes decd ayticinn cs Seon geese necesita ss aes Seay cet eet eee $4,976 $4,477 
Current Portion of Long-term Debt ....... 0.0.0... eee e nea (215) — 
Total Long-term Debt, Net of Current Portion ............. 0.0.0: c cece eee eee $4,761 $4,477 


(a) The balance as of February 1, 2014 includes a fair value interest rate hedge adjustment which increased the 
debt balance by $2 million. 

(b) The balances include a fair value interest rate hedge adjustment which increased the debt balance by $19 
million as of February 1, 2014 and $22 million as of February 2, 2013. 

(c) The principal balance outstanding was $213 million as of both February 1, 2014 and February 2, 2013. The 
balances include a fair value interest rate hedge adjustment which increased the debt balance by $3 million 
as of February 1, 2014 and $5 million as of February 2, 2013. 


Issuance of Notes 


In March 2011, we issued $1 billion of 6.625% notes due in April 2021 utilizing an existing shelf registration 
under which debt securities, common and preferred stock and other securities can be issued. The 2021 Notes are 
jointly and severally guaranteed on a full and unconditional basis by certain of our 100% owned subsidiaries 
(such subsidiaries, the “Guarantors”). The proceeds from the issuance were $981 million, which were net of 
issuance costs of $19 million. 


In February 2012, we issued $1 billion of 5.625% notes due in February 2022 utilizing an existing shelf 
registration under which debt securities, common and preferred stock and other securities could be issued. The 
2022 Notes are jointly and severally guaranteed on a full and unconditional basis by the Guarantors. The 
proceeds from the issuance were $985 million, which were net of issuance costs of $15 million. 


In October 2013, we issued $500 million of 5.625% notes due in October 2023 utilizing an existing shelf 
registration under which debt securities, common and preferred stock and other securities can be issued. The 
2023 Notes are jointly and severally guaranteed on a full and unconditional basis by the Guarantors. The 
proceeds from the issuance were $495 million, which were net of issuance costs of $5 million. 
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Revolving Facility 


On July 15, 2011, we entered into an amendment and restatement (“Amendment”) of our secured revolving 
credit facility (“Revolving Facility”). The Amendment increased the aggregate amount of the commitments of 
the lenders under the Revolving Facility to $1 billion and extended the termination date to July 15, 2016. In 
addition, the Amendment reduced fees payable under the Revolving Facility which are based on our long-term 
credit ratings. The fees related to committed and unutilized amounts per year are 0.325% per annum and the fees 
related to outstanding letters of credit are 1.75% per annum. In addition, the interest rate on outstanding 
borrowings is London Interbank Offered Rate (“LIBOR”) plus 1.75%. 


We incurred fees related to the Amendment of the Revolving Facility of $7 million, which were capitalized and 
are being amortized over the remaining term of the Revolving Facility. 


The Revolving Facility contains fixed charge coverage and debt to EBITDA financial covenants. We are required 
to maintain a fixed charge coverage ratio of not less than 1.75 to 1.00 and a consolidated debt to consolidated 
EBITDA ratio not exceeding 4.00 to 1.00 for the most recent four-quarter period. In addition, the Revolving 
Facility provides that investments and restricted payments may be made, without limitation on amount, if (a) at 
the time of and after giving effect to such investment or restricted payment the ratio of consolidated debt to 
consolidated EBITDA for the most recent four-quarter period is less than 3.00 to 1.00 and (b) no default or event 
of default exists. As of February 1, 2014, we were in compliance with both of our financial covenants and the 
ratio of consolidated debt to consolidated EBITDA was less than 3.00 to 1.00. 


During the third quarter of 2013, we borrowed and repaid $290 million under the Revolving Facility. The 
maximum daily amount outstanding at any point in time during the third quarter of 2013 was $140 million. 


As of February 1, 2014, there were no borrowings outstanding under the Revolving Facility. 


Letters of Credit 


The Revolving Facility supports our letter of credit program. We had $8 million of outstanding letters of credit as 
of February 1, 2014 that reduce our remaining availability under our amended credit agreements. 


Fair Value Interest Rate Swap Arrangements 


In 2013, we entered into interest rate swap arrangements related to $200 million of the outstanding 2017 Notes 
and $200 million of the outstanding 2019 Notes. The interest rate swap arrangements effectively convert the 
fixed interest rate on the related debt to a variable interest rate based on LIBOR plus a fixed percentage. 


The swap arrangements are designated as fair value hedges. The changes in the fair value of the interest rate 
swaps have an equal and offsetting impact to the carrying value of the debt on the balance sheet. The differential 
to be paid or received on the interest rate swap arrangements is accrued and recognized as an adjustment to 
interest expense. 


In August 2011, we terminated interest rate swaps related to the 2014 Notes with a notional amount of $213 
million. In settlement of these swaps, we received $9 million. 


In September 2011, we terminated interest rate swaps related to the 2017 Notes with a notional amount of $150 
million. In settlement of these swaps, we received $12 million. In June 2012, we terminated the remaining 
interest rate swaps related to the 2017 Notes with a notional amount of $175 million. In settlement of these 
swaps, we received $14 million. 


Both the carrying values of the 2014 and 2017 Notes include unamortized hedge settlements which are amortized 
as a reduction to interest expense through the respective maturity date of the Notes. 
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For information related to our fair value interest rate swap arrangements, see Note 12 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Working Capital and Capitalization 
We believe that our available short-term and long-term capital resources are sufficient to fund foreseeable 


requirements. 


The following table provides a summary of our working capital position and capitalization as of February 1, 
2014, February 2, 2013 and January 28, 2012: 


February 1, February 2, January 28, 


2014 2013 2012 
(in millions) 

Cash Provided by Operating Activities ........... 00.00. e eee eee eee $1,248 $ 1,351 $1,266 
Capital Expenditures ...04..44.0% seed ta ee Seda eee eae 691 588 426 
Working: Capital 30005 e.ccrh eed Ghee ha paced hea eee eeared: « 1,324 667 842 
Capitalization: 

Long-term: DED: ss. ociscienctian da wine. da athe hop eediere penn as 6 eta ee ae 4,761 4,477 3,481 

Shareholders’ Equity (Deficit) ..... 0... 0. eee eee ee (370) (1,015) 137 
Total Capitalization. 2 iic.0c-tdhectaaecite ted o0 tebe ee eS Gia’ 4,391 3,462 3,618 
Remaining Amounts Available Under Credit Agreements (a) ............ 992 988 987 


(a) Letters of credit issued reduce our remaining availability under the Revolving Facility. We have outstanding 
letters of credit that reduce our remaining availability under the Revolving Facility of $8 million, $12 
million and $13 million as of February 1, 2014, February 2, 2013 and January 28, 2012, respectively. 


The following table provides certain measures of liquidity and capital resources as of February 1, 2014, 
February 2, 2013 and January 28, 2012: 


February 1, February 2, January 28, 


2014 2013 2012 
Debt-to-capitalization Ratio (a) .. 0.0... eee eens 108% 129% 96% 
Cash Flow to Capital Investment (b) ........ 2.0.0... cece eee eee 181% 230% 297% 


(a) Long-term debt divided by total capitalization 
(b) Net cash provided by operating activities divided by capital expenditures 


Credit Ratings 
The following table provides our credit ratings as of February 1, 2014: 
Moody’s S&P Fitch 
CONPOLALS oe ses scics ates te auded a cayeise Gadane diy Ack a a bigdid wulane Amaia se Balela e Send Bal BB+ BB+ 
Senior Unsecured Debt with Subsidiary Guarantee ................. Bal BB+ BB+ 
Senior Unsecured Debt 2404. .ccce siesta ieee ee eee oe sees Ba2 BB- BB 
Outlook... 35s ie Gt hedtdegegae HA bee hanes Geet ene sbes Stable Stable — Stable 


Our borrowing costs under our Revolving Facility are linked to our credit ratings at Moody’s, S&P and Fitch. If 
we receive an upgrade or downgrade to our corporate credit ratings by Moody’s, S&P and Fitch, the borrowing 
costs could decrease or increase, respectively. The guarantees of our obligations under the Revolving Facility by 
the Guarantors and the security interests granted in our and the Guarantors’ collateral securing such obligations 
are released if our credit ratings are higher than a certain level. Additionally, the restrictions imposed under the 
Revolving Facility on our ability to make investments and to make restricted payments cease to apply if our 
credit ratings are higher than certain levels. Credit rating downgrades by any of the agencies do not accelerate the 
repayment of any of our debt. 
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Common Stock Share Repurchases 


Under the authority of our Board of Directors, we repurchased shares of our common stock under the following 
repurchase programs during the fiscal years 2013, 2012 and 2011: 


Average Stock 


Price of 
Shares 
Shares Repurchased Amount Repurchased ae a 
Repurchase Program Amount Authorized = 2013 2012 2011 20132012 2011 Program 
(in millions) — (in thousands) (in millions) 
November 2012 (a) ...... $250 1,377 245 NA $63 $ 11 NA $45.80 
February 2012 (b) ....... 500 NA 9,871 NA NA 450 NA 45.61 
November 2011 ......... 250 NA — 3,657 2,116 NA 164 $ 85 44.90 
May 2011 5 cc sade totes 500 NA NA 13,293 NA NA 500 37.59 
March 2011 ............ 500 NA NA 13,695 NA NA 500 36.49 
November 2010 (c) ...... 200 NA NA 3,431 NA NA 109 31.68 
Total ................. 1,377 13,773 32,535 $63 $625 $1,194 


(a) The November 2012 repurchase program had $176 million remaining as of February 1, 2014. 

(b) The February 2012 repurchase program had $50 million remaining at the time it was cancelled in 
conjunction with the approval of the November 2012 repurchase program. 

(c) The November 2010 repurchase program had $31 million remaining at the time it was cancelled in 
conjunction with the approval of the March 2011 repurchase program. 

NA Not applicable 


There were $3 million share repurchases reflected in Accounts Payable on the February 1, 2014 Consolidated 
Balance Sheet. There were no share repurchases reflected in Accounts Payable as of February 2, 2013. 


Subsequent to February 1, 2014, we repurchased an additional 0.3 million shares of common stock for $15 
million under the November 2012 repurchase program. 


The timing and amount of any repurchases will be made in our discretion taking into account a number of factors 
including market conditions. 


We use cash flow generated from operating activities and financing activities to fund our share repurchase 
programs. 
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Dividend Policy and Procedures 


Under the authority and declaration of our Board of Directors, we paid the following dividends during the fiscal 
years 2013, 2012 and 2011: 


Ordinary Special Total 
Dividends Dividends Dividends Total Paid 
(per share) (in millions) 

2013 

Fourth Quarter «56 ges5 6:55. Sik oi Sas oie We ee I es $0.30 $ — $0.30 $ 88 
Phitd Quarter soos aencutsn wale phe Rk ak Me pee ala oR e Bo ead 0.30 — 0.30 87 
Second Quarter c3 2c-h.c0 6 ete Fee BA eS O Bae ee 0.30 — 0.30 87 
First: Quarter 6 .s4.2:3, nde sacar eecae etude ake oh eee ed 0.30 — 0.30 87 
2013 Total $1.20 $ — $1.20 $ 349 
2012 

Pourth Quarter 2.0-scis < feeceess heresies wees EAE Pe eenaes Beta k $0.25 $3.00 $3.25 $ 942 
Third Quarter: 46 b460 ee OG SAL Gee Poa a ee ee 0.25 1.00 1.25 361 
Second Ouiarter — occ. acct awed eee ewe eee Raed 0.25 — 0.25 73 
First Quarter 's.2.¢.63.4 aehaed hie i a oe a eee eee das ee 0.25 — 0.25 73 
2012 Total $1.00 $4.00 $5.00 $1,449 
2011 

Fourth Quarter 0.0... cette teen eee $0.20 $2.00 $2.20 $ 653 
Phitd: Quartet 2.2 5.4:4.4.h-2c4 wana od awh heeded ance neko Geek 0.20 — 0.20 60 
SECONG OQUATCR caters Lsecinaiieasuaedih bistea dotted ale ach dade oe Riese eee 0.20 1.00 1.20 367 
First: Quarter sie 564 eedec eh Sten shi Sho se Ge Da aed Sakae dah eee eae 0.20 — 0.20 64 
2011 Total $0.80 $3.00 $3.80 $1,144 


Our Board of Directors will determine future dividends after giving consideration to the Company’s levels of 
profit and cash flow, capital requirements, current and forecasted liquidity, the restrictions placed upon us by our 
borrowing arrangements as well as financial and other conditions existing at the time. We use cash flow 
generated from operating activities to fund our ordinary dividends and a combination of cash flow generated 
from operating activities and financing activities to fund our special dividends. 


Subsequent to February 1, 2014, our Board of Directors declared an increase in our first quarter 2014 ordinary 
dividend from $0.30 to $0.34 per share and a special dividend of $1 per share. Both dividends, totaling $390 
million, were paid on March 7, 2014 to shareholders of record at the close of business on February 21, 2014. 


Treasury Share Retirement 


In December 2011, we retired 39 million shares of our treasury stock to reduce the related administrative 
expense. The retirement resulted in a reduction of $1.341 billion in Treasury Stock, $19 million in the par value 
of Common Stock, $286 million in Paid-in Capital and $1.036 billion in Retained Earnings. 
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Cash Flow 


The following table provides a summary of our cash flow activity for the fiscal years ended February 1, 
2014, February 2, 2013 and January 28, 2012: 


2013 2012 2011 
(in millions) 
Cash and Cash Equivalents, Beginning of Year ............. 0.0.0.0... 00 00008. $ 773 $ 935 $ 1,130 
Net Cash Flows Provided by Operating Activities... 0.0.0.0... 0.0 e ee eee eee eee 1,248 1,351 1,266 
Net Cash Flows Used for Investing Activities .... 0.0.0.0... e eee ee eee (655) (531) (226) 
Net Cash Flows Provided by (Used for) Financing Activities .................-. 154 (982) (1,237) 
Effect of Exchange Rate Changes on Cash..... 00.0.0... cece eee eee eee ee (1) —_ 2 
Net Increase (Decrease) in Cash and Cash Equivalents ................0000 00 ee 746 (162) (195) 
Cash and Cash Equivalents, End of Year ............0. 00 cece eee cee eens $1,519 $ 773 $ 935 


Operating Activities 


Net cash provided by operating activities in 2013 was $1.248 billion, including net income of $903 million. Net 
income included depreciation and amortization of $407 million and share-based compensation expense of $85 
million. Other changes in assets and liabilities represent items that had a current period cash flow impact, such as 
changes in working capital. The most significant item in working capital was a decrease in operating cash flow 
associated with an increase in inventories of $168 million. 


Net cash provided by operating activities in 2012 was $1.351 billion, including net income of $753 million and 
excess tax benefits from share-based compensation of $116 million. Net income included depreciation and 
amortization of $389 million, impairment of goodwill and other intangible assets for our La Senza business of 
$93 million, share-based compensation expense of $73 million and impairment of long-lived store assets for our 
Henri Bendel business of $27 million. Other changes in assets and liabilities represent items that had a current 
period cash flow impact, such as changes in working capital. The most significant item in working capital was an 
increase in operating cash flow associated with an increase in income taxes payable of $139 million. 


Net cash provided by operating activities in 2011 was $1.266 billion. Net income of $850 million included 
depreciation and amortization of $391 million, impairment of goodwill and other intangible assets for our La 
Senza business of $232 million, expense associated with a contribution of our remaining shares of Express to The 
Limited Brands Foundation of $163 million, a gain related to The Limited Brands Foundation contribution of 
$147 million, a gain related to the divestiture of our third-party apparel sourcing business of $111 million and a 
pre-tax gain on the sale of Express common stock of $86 million. Other changes in assets and liabilities represent 
items that had a current period cash flow impact, such as changes in working capital. The most significant items 
in working capital were the increases in accounts receivable and accounts payable related to the divestiture of our 
third-party apparel sourcing business. 


Investing Activities 


Net cash used for investing activities in 2013 was $655 million consisting primarily of $691 million of capital 
expenditures partially offset by the return of capital from the third-party apparel sourcing business investment of 
$46 million. The capital expenditures included $551 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology and 
infrastructure to support growth. 


Net cash used for investing activities in 2012 was $531 million consisting primarily of $588 million of capital 
expenditures partially offset by the return of capital from the third-party apparel sourcing business investment and 
return of capital from our Easton investments of $22 million and $13 million, respectively. The capital expenditures 
included $425 million for opening new stores and remodeling and improving existing stores. Remaining capital 
expenditures were primarily related to spending on technology and infrastructure to support growth. 
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Net cash used for investing activities in 2011 was $226 million consisting primarily of $426 million of capital 
expenditures partially offset by cash proceeds from the divestiture of our third-party apparel sourcing business 
investment and the sale of Express common stock of $124 million and $99 million, respectively. The capital 
expenditures included $281 million for opening new stores and remodeling and improving existing stores. 
Remaining capital expenditures were primarily related to spending on technology and infrastructure to support 
growth. 


We anticipate spending approximately $750 million for capital expenditures in 2014 with the majority relating to 
opening new stores and remodeling and improving existing stores. We expect to open approximately 85 new 
company-owned stores in 2014, primarily in Canada and the U.S. 


Financing Activities 


Net cash provided by financing activities in 2013 was $154 million consisting primarily of proceeds from the 
issuance of long-term debt of $495 million (net of issuance costs), excess tax benefits from share-based 
compensation of $36 million and proceeds from the exercise of stock options of $32 million. These were partially 
offset by quarterly dividend payments aggregating $1.20 per share, or $349 million, and repurchases of common 
stock of $60 million. 


Net cash used for financing activities in 2012 was $982 million consisting primarily of quarterly and special 
dividend payments aggregating $5.00 per share, or $1.449 billion, repurchases of common stock of $629 million 
and the repayment of long-term debt of $57 million. These were partially offset by proceeds from the issuance of 
long-term debt of $985 million (net of issuance costs), excess tax benefits from share-based compensation of 
$116 million and proceeds from the exercise of stock options of $52 million. 


Net cash used for financing activities in 2011 was $1.237 billion consisting primarily of repurchases of common 
stock of $1.190 billion and quarterly and special dividend payments aggregating $3.80 per share, or $1.144 
billion, partially offset by proceeds from the issuance of long-term debt of $981 million (net of issuance costs) 
and proceeds from the exercise of stock options of $75 million. 


Contingent Liabilities and Contractual Obligations 


The following table provides our contractual obligations, aggregated by type, including the maturity profile as of 
February 1, 2014: 


Payments Due by Period 

Less More 

Than 1 1-3 4-5 than 5 
Total Year Years Years Years Other 
(in millions) a 
Long-term Debt (a) 20.0.0... 0.0 cc cece eee e eens $ 7,826 $ 541 $ 633 $1,261 $5,391 $ — 
Operating Leases Obligations (b) ................... 3,690 559 1,004 756 1,371 — 
Purchase Obligations (C) ........ 0... cee eee eee 1,158 1,061 86 7 4 — 
Other Liabilities (d) 2.0.0... 0. eee 449 124 7 — — 318 
SOUL aig seawacats suits oan peustasea Spates tases eaeae Go eS $13,123 $2,285 $1,730 $2,024 $6,766 $318 


(a) Long-term debt obligations relate to our principal and interest payments for outstanding notes and 
debentures. Interest payments have been estimated based on the coupon rate for fixed rate obligations. 
Interest obligations exclude amounts which have been accrued through February 1, 2014. For additional 
information, see Note 11 to the Consolidated Financial Statements included in Item 8. Financial Statements 
and Supplementary Data. 

(b) Operating lease obligations primarily represent minimum payments due under store lease agreements. For 
additional information, see Note 15 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 
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(c) Purchase obligations primarily include purchase orders for merchandise inventory and other agreements to 
purchase goods or services that are enforceable and legally binding and that specify all significant terms, 
including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and 
the approximate timing of the transactions. 

(d) Other liabilities primarily include future payments relating to our nonqualified supplemental retirement plan 
of $243 million which have been reflected under “Other” as the timing of these future payments is not 
known until an associate leaves the Company or otherwise requests an in-service distribution. In addition, 
Other liabilities also include future estimated payments associated with unrecognized tax benefits. The 
“Less Than | Year” category includes $118 million of these tax items because it is reasonably possible that 
the payments could change in the next 12 months due to audit settlements or resolution of uncertainties. The 
remaining portion totaling $75 million is included in the “Other” category as the timing and amount of these 
payments is not known until the matters are resolved with relevant tax authorities. For additional 
information, see Notes to the Consolidated Financial Statements in Item 8. Financial Statements and 
Supplementary Data. 


In connection with the disposition of certain businesses, we have remaining guarantees of approximately $43 
million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Dick’s Sporting Goods and 
New York & Company under the current terms of noncancelable leases expiring at various dates through 2018. 
These guarantees include minimum rent and additional payments covering taxes, common area costs and certain 
other expenses and relate to leases that commenced prior to the disposition of the businesses. In certain instances, 
our guarantee may remain in effect if the term of a lease is extended. 


The following table details the guaranteed lease payments during the next five fiscal years: 


Fiscal Year (in millions) 


DO VA tate, back oe 20s Tetra on ache cae as Te hoeter ae ahaa thes 88 Bile Ee Af a Site cea nee Radda. tReet, a es $19 
QOD ie hsb seg has cose Se eine bs Behe BRAG SG Bea Ea ok RS 11 
DOUG os secavacer elon vans: cds tia: Sned dnb ego dains deel ed ated, bese ach, Sela a cee earetonaua asanenaneeencane ees 7 
DOV edith G Seo bss Raa eerie ee Bava acid Ged Seto hie oR ee 4 
DO MBs ince gh iatea, ext fet Bt chk sieve. ated acts toed soe awiedOo a, auteos ahs, Af MURS ees ate a eson Rates: tab asdonk arate 2 
"THEre atte iy:sg-sis See as God ds: 6 BAS Bede ee OA Ow EN a ee pete we 

VOtal s23cee 24:6 fb ceded wAndad ddan dheceewd aweld-be ode Dagaed teldee ne aes $43 


Our guarantees related to Express, Limited Stores and New York & Company require fair value accounting in 
accordance with GAAP in effect at the time of these divestitures. The guaranteed lease payments related to 
Express, Limited Stores and New York & Company totaled $22 million as of February 1, 2014 and $36 million 
as of February 2, 2013. The estimated fair value of these guarantee obligations was $1 million as of February 1, 
2014 and $2 million as of February 2, 2013, and is included in Other Long-term Liabilities on the Consolidated 
Balance Sheets. The decrease in the fair value from February 2, 2013 to February 1, 2014 reflects the decrease in 
the remaining obligation period. 


Our guarantees related to Abercrombie & Fitch and Dick’s Sporting Goods are not subject to fair value 
accounting, but require that a loss be accrued when probable and reasonably estimable based on GAAP in effect 
at the time of these divestitures. We had no liability recorded with respect to any of the guarantee obligations as 
we concluded that payments under these guarantees were not probable as of February 1, 2014 and February 2, 
2013. 


These guarantees are not included within the Contingent Liabilities and Contractual Obligations table. 
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Off Balance Sheet Arrangements 


We have no off balance sheet arrangements as defined by Regulation 229.303 Item 303 (a) (4). 


Impact of Inflation 


While it is difficult to accurately measure the impact of inflation due to the imprecise nature of the estimates 
required, we believe the effects of inflation, if any, on the results of operations and financial condition have been 
minor. 


Critical Accounting Policies and Estimates 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to adopt accounting policies related to estimates and assumptions that affect the reported amounts 
of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period, as well as the related disclosure of contingent assets and liabilities at the date of the 
financial statements. On an ongoing basis, management evaluates its accounting policies, estimates and 
judgments, including those related to inventories, long-lived assets, claims and contingencies, income taxes and 
revenue recognition. Management bases our estimates and judgments on historical experience and various other 
factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. 
Management has discussed the development and selection of our critical accounting policies and estimates with 
the Audit Committee of our Board of Directors and believes the following assumptions and estimates are most 
significant to reporting our results of operations and financial position. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


We record valuation adjustments to our inventories if the cost of inventory on hand exceeds the amount we 
expect to realize from the ultimate sale or disposal of the inventory. These estimates are based on management’s 
judgment regarding future demand and market conditions and analysis of historical experience. If actual demand 
or market conditions are different than those projected by management, future period merchandise margin rates 
may be unfavorably or favorably affected by adjustments to these estimates. 


We also record inventory loss adjustments for estimated physical inventory losses that have occurred since the 
date of the last physical inventory. These estimates are based on management’s analysis of historical results and 
operating trends. 


Management believes that the assumptions used in these estimates are reasonable and appropriate. A 10% 
increase or decrease in the inventory valuation adjustment would have impacted net income by approximately $2 
million for 2013. A 10% increase or decrease in the estimated physical inventory loss adjustment would have 
impacted net income by approximately $2 million for 2013. 


Valuation of Long-lived Assets 


Property and equipment and intangible assets with finite lives are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of the asset may not be recoverable. If the estimated 
undiscounted future cash flows related to the asset are less than the carrying value, we recognize a loss equal to 
the difference between the carrying value and the estimated fair value, usually determined by the estimated 
discounted future cash flows of the asset. When a decision has been made to dispose of property and equipment 
prior to the end of the previously estimated useful life, depreciation estimates are revised to reflect the use of the 
asset over the shortened estimated useful life. 
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In the fourth quarter of 2012, we concluded that the continued negative operating results of the Henri Bendel 
business were an indicator of potential impairment of the Henri Bendel long-lived store assets. We calculated the 
impairment by comparing the estimated discounted cash flows at each store to its respective carrying value and 
recognized an impairment charge of $27 million. This impairment charge is included in Cost of Goods Sold, 
Buying & Occupancy on the 2012 Consolidated Statement of Income. Based on the evaluation performed in the 
fourth quarter of 2013, we concluded that no impairment charge was necessary in 2013. The remaining carrying 
value of the Henri Bendel long-lived stores assets was $5 million and $6 million as of February 1, 2014 and 
February 2, 2013, respectively. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. First, pursuant to Accounting Standards Update (“ASU”) 2011-08, 
Testing Goodwill for Impairment , we perform a qualitative assessment to determine whether it is more likely 
than not that each reporting unit’s fair value is less than its carrying value, including goodwill. If we determine 
that it is more likely than not that the fair value of the reporting unit is less than its carrying value, we then 
estimate the fair value of all assets and liabilities of that reporting unit, including the implied fair value of 
goodwill, through either estimated discounted future cash flows or market-based methodologies. If the carrying 
value of goodwill exceeds the implied fair value, we recognize an impairment charge equal to the difference. Our 
reporting units are determined in accordance with the provisions of ASC Topic 350, Intangibles—Goodwill and 
Other . Our reporting units that have goodwill are Victoria’s Secret Stores, Victoria’s Secret Direct, and Bath & 
Body Works. 


The carrying value of goodwill for La Senza was reduced to zero as of February 2, 2013 due to impairments of $189 
million, $119 million and $12 million in 2008, 2011 and 2012, respectively. For additional information, see Note 7 
to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. Pursuant to ASU 2012-02, Testing 
Indefinite-Lived Intangible Assets for Impairment , we first perform a qualitative assessment to determine 
whether it is more likely than not that the indefinite-lived intangible asset is impaired. If we determine that it is 
more likely than not that the fair value of the asset is less than its carrying amount, we estimate the fair value, 
usually determined by the estimated discounted future cash flows of the asset, compare that value with its 
carrying amount and record an impairment charge, if any. 


The carrying value of trade names for La Senza was reduced to zero as of February 2, 2013 due to impairments 
of $26 million, $3 million, $113 million and $81 million in 2008, 2009, 2011 and 2012, respectively. For 
additional information, see Note 7 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplemental Data. 


We estimate the fair value of property and equipment, goodwill and intangible assets in accordance with the 
provisions of ASC Topic 820, Fair Value Measurements and Disclosures . If future economic conditions are 
different than those projected by management, future impairment charges may be required. 


Claims and Contingencies 


We are subject to various claims and contingencies related to lawsuits, insurance, regulatory and other matters 
arising out of the normal course of business. Our determination of the treatment of claims and contingencies in 
the Consolidated Financial Statements is based on management’s view of the expected outcome of the applicable 
claim or contingency. We consult with legal counsel on matters related to litigation and seek input from both 
internal and external experts within and outside our organization with respect to matters in the ordinary course of 
business. We accrue a liability if the likelihood of an adverse outcome is probable and the amount is reasonably 
estimable. If the likelihood of an adverse outcome is only reasonably possible (as opposed to probable), or if an 
estimate is not reasonably determinable, disclosure of a material claim or contingency is disclosed in the Notes to 
the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 
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Income Taxes 


We account for income taxes under the asset and liability method. Under this method, taxes currently payable or 
refundable are accrued and deferred tax assets and liabilities are recognized for the estimated future tax 
consequences attributable to differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable operating loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income tax rates in effect 
for the year in which those temporary differences are expected to be recovered or settled. The effect on deferred 
tax assets and liabilities of a change in income tax rates is recognized in our Consolidated Statement of Income in 
the period that includes the enactment date. A valuation allowance is recorded to reduce the carrying amounts of 
deferred tax assets if it is more likely than not that such assets will not be realized. U.S. deferred income taxes are 
not provided on undistributed income of foreign subsidiaries where such earnings are considered to be 
permanently reinvested for the foreseeable future. 


Significant judgment is required in determining the provision for income taxes and related accruals, deferred tax 
assets and liabilities. In determining our provision for income taxes, we use an annual effective income tax rate 
based on annual income, permanent differences between book and tax income and statutory income tax rates. We 
adjust the annual effective income tax rate as additional information on outcomes or events becomes available. 
Our effective income tax rate is affected by items including changes in tax law, the tax jurisdiction of new stores 
or business ventures and the level of earnings. 


We follow the authoritative guidance included in ASC Topic 740, Income Taxes, which contains a two-step 
approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax position for 
recognition by determining if the available evidence indicates it is more likely than not that the position will be 
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to 
measure the tax benefit as the largest amount which is more than 50% likely of being realized upon ultimate 
settlement. We consider many factors when evaluating and estimating our tax positions and tax benefits, which 
may require periodic adjustments and which may not accurately forecast actual outcomes. Our policy is to 
include interest and penalties related to uncertain tax positions in income tax expense. 


Our income tax returns, like those of most companies, are periodically audited by domestic and foreign tax 
authorities. These audits include questions regarding our tax filing positions, including the timing and amount of 
deductions and the allocation of income among various tax jurisdictions. At any one time, multiple tax years are 
subject to audit by the various tax authorities. A number of years may elapse before a particular matter for which 
we have established an accrual is audited and fully resolved or clarified. We adjust our tax contingencies accrual 
and income tax provision in the period in which matters are effectively settled with tax authorities at amounts 
different from our established accrual, when the statute of limitations expires for the relevant taxing authority to 
examine the tax position or when more information becomes available. 


Although we believe that our estimates are reasonable, actual results could differ from these estimates resulting 
in a final tax outcome that may be materially different from that which is reflected in our Consolidated Financial 
Statements. 


Revenue Recognition 
Company-owned Stores and Direct Channels 


While our recognition of revenue does not involve significant judgment, revenue recognition represents an 
important accounting policy for our organization. We recognize revenue upon customer receipt of the 
merchandise. We also provide a reserve for projected merchandise returns based on prior experience. For direct 
channel revenues, we estimate shipments that have not been received by the customer based on shipping terms 
and historical delivery times. 
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All of our brands sell gift cards with no expiration dates to customers in retail stores, through our direct channels 
and through third parties. We do not charge administrative fees on unused gift cards. We recognize income from 
gift cards when they are redeemed by the customer. In addition, we recognize income on unredeemed gift cards 
when we can determine that the likelihood of the gift card being redeemed is remote and there is no legal 
obligation to remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). We determine the gift 
card breakage rate based on historical redemption patterns. Gift card breakage is included in Net Sales in our 
Consolidated Statements of Income. 


Franchise and Other 


We also recognize revenues associated with franchise and wholesale arrangements. Revenue recognized under 
franchise arrangements generally consists of royalties earned upon sale of merchandise by franchisees to third- 
party customers. Revenue is generally recognized under wholesale arrangements at the time the title passes to the 
customer. 


We recognize revenue associated with merchandise sourcing and production services provided to third parties. 
Revenue is recognized at the time the title passes to the customer. 


ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
Market Risk 


The market risk inherent in our financial instruments represents the potential loss in fair value, earnings or cash 
flows arising from adverse changes in foreign currency exchange rates or interest rates. We use derivative 
financial instruments like the cross-currency swaps, forward contracts and interest rate swap arrangements to 
manage exposure to market risks. We do not use derivative financial instruments for trading purposes. 


Foreign Exchange Rate Risk 


We have operations in foreign countries, which exposes us to market risk associated with foreign currency 
exchange rate fluctuations. To mitigate the translation risk to our earnings and the fair value of our Canadian 
operations associated with fluctuations in the U.S. dollar-Canadian dollar exchange rate, we entered into a series 
of cross-currency swaps related to Canadian dollar denominated intercompany loans. These cross-currency swaps 
require the periodic exchange of fixed rate Canadian dollar interest payments for fixed rate U.S. dollar interest 
payments as well as exchange of Canadian dollar and U.S. dollar principal payments upon maturity. The swap 
arrangements mature between 2015 and 2018 at the same time as the related loans. As a result of the Canadian 
dollar denominated intercompany loans and the related cross-currency swaps, we do not believe there is any 
material translation risk to our Canadian net earnings associated with fluctuations in the U.S. dollar-Canadian 
dollar exchange rate. 


In addition, our Canadian dollar and British pound denominated earnings are subject to exchange rate risk as 
substantially all of our merchandise sold in Canada and the U.K. is sourced through U.S. dollar transactions. We 
utilize foreign currency forward contracts to partially offset these risks. 


Interest Rate Risk 


Our investment portfolio primarily consists of interest-bearing instruments that are classified as cash and cash 
equivalents based on their original maturities. Our investment portfolio is maintained in accordance with our 
investment policy, which specifies permitted types of investments, specifies credit quality standards and maturity 
profiles and limits credit exposure to any single issuer. The primary objective of our investment activities are the 
preservation of principal, the maintenance of liquidity and the maximization of interest income while minimizing 
risk. Currently, our investment portfolio is comprised of U.S. government obligations, U.S. Treasury and 
AAA-rated money market funds, highly-rated commercial paper and bank deposits. Given the short-term nature 
and quality of investments in our portfolio, we do not believe there is any material risk to principal associated 
with increases or decreases in interest rates. 
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All of our long-term debt as of February 1, 2014 has fixed interest rates. We will from time to time adjust our 
exposure to interest rate risk by entering into interest rate swap arrangements. As of February 1, 2014, we have 
interest rate swap arrangements with notional amounts of $200 million related to a portion of our 2017 Notes and 
$200 million related to a portion of our 2019 Notes. 


The effect of the interest rate swap arrangements is to convert the respective amount of debt from a fixed interest 
rate to a variable interest rate. The variable interest rate associated with these swap arrangements fluctuates based 
on changes in the three-month London Interbank Offered Rate (“LIBOR’”). 


For the balance of our long-term debt that is not subject to interest rate swap arrangements, our exposure to 
interest rate changes is limited to the fair value of the debt issued, which would not have a material impact on our 
earnings or cash flows. 


Fair Value of Financial Instruments 


As of February 1, 2014, management believes that the carrying values of cash and cash equivalents, receivables 
and payables approximate fair value because of the short maturity of these financial instruments. 


The following table provides a summary of the carrying value and fair value of long-term debt and swap 
arrangements as of February 1, 2014 and February 2, 2013: 


February 1, February 2, 
2014 2013 


(in millions) 


Long-term Debt (a): 


Carrying Value 1.0.0.0... cece eee eee $4,976 $4,477 
Fair Value, Estimated (b) ....... 0.0.0... cece ees 5,333 5,023 
Cross-currency Swap Arrangements (C) ................0000. 13 59 
Fixed-to-Floating Interest Rate Swap Arrangements (c) ........ (5) — 


(a) The increase in the long-term debt is related to the issuance of the October 2023 Notes. 

(b) The estimated fair value is based on reported transaction prices. The estimates presented are not necessarily 
indicative of the amounts that we could realize in a current market exchange. 

(c) Swap arrangements are in an (asset) liability position. 


Concentration of Credit Risk 


We maintain cash and cash equivalents and derivative contracts with various major financial institutions. We 
monitor the relative credit standing of financial institutions with whom we transact and limit the amount of credit 
exposure with any one entity. We also periodically review the relative credit standing of franchise, license and 
wholesale partners and other entities to which we grant credit terms in the normal course of business. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 


L BRANDS, INC. 
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Our fiscal year ends on the Saturday nearest to January 31. Fiscal years are designated in the Consolidated 
Financial Statements and Notes by the calendar year in which the fiscal year commences. The results for fiscal 
years 2013 and 2011 refer to the 52-week periods ending February 1, 2014 and January 28, 2012, respectively, 


and 2012 represents the 53-week period ending February 2, 2013. 
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Management’s Report on Internal Control Over Financial Reporting 


Management is responsible for establishing and maintaining adequate internal control over financial reporting as 
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal 
control system is designed to provide reasonable assurance to the Company’s management and Board of 
Directors regarding the preparation and fair presentation of published financial statements. Because of its 
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore, 
even those systems determined to be effective can provide only reasonable assurance with respect to financial 
statement preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


Management assessed the effectiveness of the Company’s internal control over financial reporting as of 

February 1, 2014. In making this assessment, management used the criteria established in Internal Control- 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 
framework) (the COSO criteria). 


Based on our assessment and the COSO criteria, management believes that the Company maintained effective 
internal control over financial reporting as of February 1, 2014. 


The Company’s independent registered public accounting firm, Ernst & Young LLP, has issued an attestation 
report on the Company’s internal control over financial reporting. Ernst & Young LLP’s report appears on the 
following page and expresses an unqualified opinion on the effectiveness of the Company’s internal control over 
financial reporting as of February 1, 2014. 
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting 
The Board of Directors and Shareholders of L Brands, Inc.: 


We have audited L Brands, Inc.‘s internal control over financial reporting as of February 1, 2014, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (1992 framework) (the COSO criteria). L Brands, Inc.’s 
management is responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company’s internal control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, L Brands, Inc. maintained, in all material respects, effective internal control over financial 
reporting as of February 1, 2014, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Consolidated Balance Sheets of L Brands, Inc. as of February 1, 2014 and February 2, 2013, 
and the related Consolidated Statements of Income, Comprehensive Income, Total Equity (Deficit), and Cash 
Flows for each of the three years in the period ended February 1, 2014 of L Brands, Inc., and our report dated 
March 21, 2014 expressed an unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 21, 2014 
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Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements 
The Board of Directors and Shareholders of L Brands, Inc.: 


We have audited the accompanying Consolidated Balance Sheets of L Brands, Inc. as of February 1, 2014 and 
February 2, 2013, and the related Consolidated Statements of Income, Comprehensive Income, Total Equity 
(Deficit), and Cash Flows for each of the three years in the period ended February 1, 2014. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of L Brands, Inc. at February 1, 2014 and February 2, 2013, and the consolidated results of 
their operations and their cash flows for each of the three years in the period ended February 1, 2014, in 
conformity with U.S. generally accepted accounting principles. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), L Brands, Inc.‘s internal control over financial reporting as of February 1, 2014, based on criteria 
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of 
the Treadway Commission (1992 framework) and our report dated March 21, 2014 expressed an unqualified 
opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 21, 2014 
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L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF INCOME 


(in millions except per share amounts) 


2013 2012 2011 
Net Salles iieiu se aniad deaeiy Oe Pde coe ae ASE He ae EPA ee $10,773 $10,459 $10,364 
Costs of Goods Sold, Buying and Occupancy ......... 00... eee eee eee ee (6,344) (6,073) (6,307) 
GHOSS:PLOPIt. ie dek dts Geeta sk wpb ante 4 ath ach Eee ed eae ee aes aaa 4,429 4,386 4,057 
General, Administrative and Store Operating Expenses .................20-5 (2,686) (2,720) (2,698) 
Impairment of Goodwill and Other Intangible Assets .................200005 — (93) (232) 
Gain on Divestiture of Third-party Apparel Sourcing Business ............... — a 111 
Operating Incomes.) 2464. 0cd8y eebae, cee de heh esa Ea dees 1,743 1,573 1,238 
Interest. EXPENSe 342.204.4408 Ae ee eo kek eed Eat ob ee ees ees (314) (316) (246) 
Other Income: -je)206 565-05 Sie hac he a hod eed oS A Se i BS dt ES 17 24 235 
Income: Before Income Taxes: s...¢-3:44-34-sdgisdeoawenes ep ee bebe eka see Ade ee 1,446 1,281 1,227 
Provision for Income Taxes .......... 0. ccc ccc eee een eee nn eens 543 528 377 
Net Income’... i260 gaceiw Shs Gir re A ea SS Vl Be BA a a Saka ees $ 903 $ 753 $ 850 
Nét Income Per Basic Shareiess. 6c sites, seas eace weet eave dee aie owes Se ese a $ 3.12 $ 2.60 $ 2.80 
Net Income Per Diluted Share ........ 000.0000. c ccc ene $ 305 $ 2.54 $ 2.70 


L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(in millions) 


2013 2012 2011 


Net Income: xi 6. 5.03044063 baie dW Wed eave i Ae Haw Pe he ee ance tee RR OE Re Y $ 903 $ 753 $ 850 
Other Comprehensive Income (Loss), Net of Tax: 
Reclassification of Cash Flow Hedges to Earnings ..............0 0002 ee eee (50) 5 3 
Foreign Currency Translation. 2 cs ci os Sock eee kaee aha ds Aalele Bea aOR 40 (2) (1) 
Unrealized Gain (Loss) on Cash Flow Hedges .............. 000 cece ee ee eee 46 1 (3) 
Total Other Comprehensive Income (Loss), Net of Tax... ... 0.0.00... ce eee ee eee 36 4 (1) 
Total Comprehensive Income .......... 0... c eee cece ete tne eens $ 939 $ 757 $ 849 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
CONSOLIDATED BALANCE SHEETS 
(in millions except per share amounts) 


February 1, February 2, 
2014 2013 


ASSETS 

Current Assets: 

Cash and Cash Equivalents .......... 00... e cece eee neee $1,519 $ 773 

Accounts: Recéivable, Net: xs 22 c-ssace a. die poked thane H.08 Deed ede ba Re bes 244 203 

TN VEMLOTIES ss. sacked & a ates ine Sik Reb eed ERR hee Sos ost SR erage a oe 1,165 1,004 

Déterred MMCOMe- WAKES a. s.26 aces tsas eccidss, guscentae aeendea a Sorat led ee ete eee Ete Mane A 28 29 

Other 06. di. desdde chaser etd heb. Reda ee ea end oa tht bine ope Gene eeD 194 196 
Total'CurrentASsets: a6 \yss.4 aacsy tao es bad eas Ea Se Pada ee OY Eee de deste } 3,150 2,205 
Property and Equipment, Net. oc. i3:5cuceoi5 geacacceiacel gosckbanacaue ue ea Gupta) eb pap Sane epee A eae eoeas 2,045 1,803 
GOOG WA bcos. Ss a bite ale dh deere Sheba ete he awe eb be Wd a oedand beds et 1,318 1,318 
Trade Names and Other Intangible Assets, Net .......... 00.0. eee 411 412 
OUMNMEE ASSES: 5.cA 2s seceos ie pipe se sara aad he ap oe <a ace Obeeesss Ge eee a 274 281 
MP Oba AVSS CUS) 2c. sores Seep trsece dae eb ese danrie oa am cichraneceeyianet en eens ar esses wetted os Sesalg ash hap edna ca fen $7,198 $ 6,019 

LIABILITIES AND EQUITY (DEFICIT) 

Current Liabilities: 

ACCOUNTS. Payable: 25 o..8 2. Ss dsdutien stay gancielatane dh wiayae MS dias ap idianeed grand bang Ba atecdeeeeses $ 599 $ 541 

Accrued Expenses and Other ......0002cc¢s.anesty Sede eaed dee ed eeadweras 787 807 

Current Portion of Long-term Debt ............. 00.00. cee eee eee eee 215 — 

InGOMe: TAKS) 3.624, sce dveicesiGroe nd ease ae Bok aes wd Aenea wee Wand hE ad dees 225 190 
Total Current Liabilities 2.0.0.0... eee e teen eens 1,826 1,538 
Deferred Income Taxes % «.o4¢ g.c-anargac-ddanedbact aces Sed aaa edb Bb hapa el Green eard wae 210 200 
Longton De Bt ys.ice ia aidcevsay acest hiand a lecguapin Ay. dag e Red uhg das ee ae pale Seater alee aes 4,761 4,477 
Other Long-term: Liabilities: 222. cose. eee ea ete ee eee ee ees 770 818 
Shareholders’ Equity (Deficit): 

Preferred Stock—$1.00 par value; 10 shares authorized; none issued ............ — — 

Common Stock—$0.50 par value; 1,000 shares authorized; 307 and 304 shares 

issued; 291 and 289 shares outstanding, respectively ..................0005. 154 152 

Paid-in: Capital: 55 2 34.casGacte het ietinatad Oe gbae Dh eea es peas 302 186 

Accumulated Other Comprehensive Income .............. 0.0.0.0: e eee eee ee 40 4 

Retained Earnings (Accumulated Deficit) ....... 0.0.0... eee eee (118) (672) 

Less: Treasury Stock, at Average Cost; 16 and 15 shares, respectively ........... (748) (685) 
Total L Brands, Inc. Shareholders’ Equity (Deficit) ©2202... 0.0... eee eee eee (370) (1,015) 
Noncontrolling Interest: s.sii20 os anand sas gan h hal nag baa bee eas dene a ieee Ales 1 1 
‘Total Equity (Deficit): 4v-c2daacrccdas eee iat ay atae ce ae eek tad ed (369) (1,014) 
Total Liabilities and Equity (Deficit) ...c6.08 cne an eee de Os awa e Reed eae et $7,198 $ 6,019 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF TOTAL EQUITY (DEFICIT) 


(in millions except per share amounts) 


Accumulat Retained _Treasur. 
_ Common Stock . Other ia Earnings Stock, a Total 
Shares Par Paid-In Comprehensive (Accumulated Average Noncontrolling Equity 
Outstanding Value Capital Income (Loss) Deficit) Cost Interest (Deficit) 
Balance, January 29, 2011 ...... 321 $164 $ 164 $1 $ 1,354 $ (207) $1 $ 1,477 
Net Income ................0.. 850 —_ — 850 
Other Comprehensive Income 
(DEOSSY: calsrcd ivsctectien dustiore: en elerendie qd) — — — (1) 
Total Comprehensive Income 
(LOSS) sata Pauinserg dearcetaesnseeyeausaas dd) 850 — - 849 
Cash Dividends ($3.80 per 
Shale). sveionn desta oa og each ee (1,144) — — (1,144) 
Repurchase of Common Stock .... (32) _ (1,194) oa (1,194) 
Treasury Share Retirement ....... — (19) (286) oa (1,036) 1,341 — a 
Exercise of Stock Options and 
Other 4 pink aeieaca etwas es 6 3 147 — —_ — —_ 150 
Balance, January 28, 2012 ...... 295 $148 $ 25 $— $ 24 $ (60) $1 $ 138 
Net Income: 04.45 sce wieiealn es 753 — — 753 
Other Comprehensive Income .... 4 —_— -- —_— 4 
Total Comprehensive Income ..... 4 753 = — 757 
Cash Dividends ($5.00 per 
SALE) orate tinct ah sear eeinceia as Grea eae (1,449) — (1,449) 
Repurchase of Common Stock .... (14) — (625) — (625) 
Exercise of Stock Options and 
Other .saciosetawcved voeew es 8 4 161 — — — — 165 
Balance, February 2, 2013 ...... 289 $152 $ 186 $4 $ (672) $ (685) $1 $1,014) 
Net Income siviicase cee ies es 903 — — 903 
Other Comprehensive Income .... 36 — — — 36 
Total Comprehensive Income ..... 36 903 — — 939 
Cash Dividends ($1.20 per 
SMALE) a geacaecans sda ecw Sea a anew se (349) — — (349) 
Repurchase of Common Stock .... (1) — (63) a (63) 
Exercise of Stock Options and 
OUR: 5 ie, ccna -nortntnten ncuenunane 3 2 116 — - _ — 118 
Balance, February 1, 2014 ...... 291 $154 $ 302 $40 $ (118) $ (748) $1 $ (369) 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(in millions) 


Operating Activities 

IN St TC OTS sng: isn cau eres ye dtnclis ib gts dete vee vey aaipndra dred ub bea seanig A ecass wn hises iuanepns Veinc unc Otlaie pubic ei ee 

Adjustments to Reconcile Net Income to Net Cash Provided by (Used for) Operating Activities: 
Depreciation and Amortization of Long-lived Assets 0.0.0.0... 00.0 c cece cece eee 
Amortization of Landlord Allowances ......... 0... ccc ec cee cee eee 
Deferred Income Taxes. io .sc tice eeaes evga oo dks Wee Te ae SIRE Sti ee ae ET emN les 
Sharé-based Compensation Expense’ \s5.<ciscia caw ean eee a eee ee ete eed ee Racers ote wo 
Excess Tax Benefits from Share-based Compensation ...........0.. 00000 c cee cece ee eae 
Goodwill and Intangible Asset Impairment Charges ........... 0000000 cece eee eee eee 
Long-lived Store Asset Impairment Charges ......... 0.0.0 c cece ccc cece ee ee eee 
Gain on Distributions from Easton Investments ... 0.0... 0.0... eee 
Gaim On: Sale Of ASSCIS a ob: sis d: sie 9. dus cosr ce gisngie Seb die Bee Son udile aatusnaclgie Saran Gsdiac dul apa-a Git ann SOE A 
Expense related to Contribution of Express Common Stock to The Limited Brands Foundation . . 
Gain on Contribution of Express Common Stock to The Limited Brands Foundation .......... 
Gain on Divestiture of Third-party Apparel Sourcing Business ...............0...0000.0008 
Gain-on Salé of Express Common:Stock . o.is.ccaie sAscian ad dea wen ete aus eed ae aon eee 

Changes in Assets and Liabilities, Net of Assets and Liabilities related to Divestitures: 
ACCOUNTS RECEIVADIC: fic i scsbideere a WY ooh SA ere de WOH ate tele baer te ona tele DAC eral wl param ths 
ITV CMCOTICS ste crs cit's e cncae inc eM A ta tetera tay celal Sete aden teat Artal as ed Ree Ss ccatah 
Accounts Payable, Accrued Expenses and Other ..........0 0... e eee eee eee 
TnCOmiS Waxes: Pay aD ler scales oyu averse dice exe sinesi lop louctgay Bch venga caynn ehh uaeios enced gin le Laue 
Other Assets and Ta abies cess cles sensi tose a upesin: esse ane pea ba ie ee aac pes aut euer Henitlana canes elgg euaaan inns 


Net Cash Provided by Operating Activities... 0.0.0... cece eee eee eee 


Investing Activities 

Capital Pxpend ines: sat strech hed cota egies ah a Ge a eden tate etatare ad, i Aen Ul Nias Ge ie Sea tea 
Return of Capital from Third-party Apparel Sourcing Business Investment ...................... 
Return of Capital from Easton Investments ........ 0.0.00 n eee 
Proceeds from Divestiture of Third-party Apparel Sourcing Business ..............0 0000000 e eee 
Proceeds from Sale of Express Common Stock ......... 0.0. c ccc cee cee eee eee 
Other Investing ACHVIMES? sss cc5y 4: so5. 5 ee Ghetto Se ake Haars, Aw Moa Be daha aoa es See eS 


Net Cash Used for Investing Activities 0.4. c.06 ce cbe eee e eee babes Kebab ee eu ete a ee ee 


Financing Activities 

Proceeds from Long-term Debt, Net of Issuance Costs ........ 0.0.0.0 e eee eee eee eee 
Borrowings from Revolving Facility «03.3... cas cais cae cs oe cee gees EH eseN be Fd wa Ke SEO 
Repayments on Revolving Facility csc ccdancaan tac cc ee asaya asses cwawewaey Maw ea Kea a 
Payments of Long-term Debt 03.6.5 c3.cscasn dances oa.e c5 oe ONY eas dae core we OE a aR Hace 
Pin atiCi 8 COStS: zx vet eats teat airs ui es nse sh Sy Sess sce ORT yA uA Gps ESSA ae rte we eS aE EO 
Repurchase of Common Stock: wc%. ccdadsewssa disaidckee Deke eRe Rae heed ma em wee 
Dividends! Paid oes sty ssn Pecan Palarwaet eh ieeane de Se ecee i Srsinddy eoubsunsh e did eaadace wait 
Excess Tax Benefits from Share-based Compensation ............0 0.00 eee cee eee eee eee 
Proceeds from Exercise of Stock Options and Other .......... 0.0... cece cece eee eee eee 


Net Cash Provided by (Used for) Financing Activities 0.0.0.0... 0.0 cee eee eee eee 


Effects:of Exchange Rate Changes on' Cash’ 4... cucsencee eens ee siiet chew Mawa eek veuatne §gmts 
Net Increase (Decrease) in Cash and Cash Equivalents ....... 0.0.0.0. e cece eee eee 
Cash and Cash Equivalents, Beginning of Year 2.2.0.6. .00 cece eee cee cen eee ce eenege cee es 


Cash and Cash Equivalents, End:of Year sy acces ae ogee case nds ecko ee ae bed ka Oa ae Helens 


2013 


2012 


2011 


$ 903 $ 753 $ 850 


407 389 391 
(39) (35) (35) 
18 1 (37) 
85 2B 51 
(36) (116) (48) 
= 93 232 
a (13) = 
— (3) = 
- = 163 
= — (147) 
- = (111) 
— = (86) 
(43) 5 (152) 
(168) (7) (27) 
1 (43) 106 
74 139 13 
46 78 103 
1,248 1,351 1,266 
(691) (588) (426) 
46 22 = 
= = 124 
= — 99 
(10) 22 (23) 
(655) (531) _—s (226) 
495 985 981 
290 = = 
(290) - = 
—_ — (7) 
(60) (629) (1,190) 
(349) (1,449) (1,144) 
36 116 48 
32 52 75 
154 (982) (1,237) 
() = 2 
746 (162) (195) 
173 935 1,130 


$1,519 $ 773 $ 935 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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L BRANDS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Description of Business and Summary of Significant Accounting Policies 
Description of Business 


L Brands, Inc. (“the Company”) operates in the highly competitive specialty retail business. The Company is a 
specialty retailer of women’s intimate and other apparel, beauty and personal care products and accessories. The 
Company sells its merchandise through company-owned specialty retail stores in the United States (“U.S.”), 
Canada and the United Kingdom (“U.K.”), which are primarily mall-based, and through its websites, catalogue 
and other channels. The Company’s other international operations are primarily through franchise, license and 
wholesale partners. The Company currently operates the following retail brands: 


e Victoria’s Secret 

e PINK 

¢ Bath & Body Works 
e La Senza 


¢ Henri Bendel 


Fiscal Year 


The Company’s fiscal year ends on the Saturday nearest to January 31. As used herein, “2013” and “2011” refer 
to the 52-week periods ending February 1, 2014 and January 28, 2012, respectively. “2012” refers to the 53-week 
period ending February 2, 2013. 


Basis of Consolidation 


The Consolidated Financial Statements include the accounts of the Company and its subsidiaries. All significant 
intercompany balances and transactions have been eliminated in consolidation. 


The Company accounts for investments in unconsolidated entities where it exercises significant influence, but 
does not have control, using the equity method. Under the equity method of accounting, the Company recognizes 
its share of the investee net income or loss. Losses are only recognized to the extent the Company has positive 
carrying value related to the investee. Carrying values are only reduced below zero if the Company has an 
obligation to provide funding to the investee. The Company’s share of net income or loss of unconsolidated 
entities from which the Company purchases merchandise or merchandise components is included in Costs of 
Goods Sold, Buying and Occupancy on the Consolidated Statements of Income. The Company’s share of net 
income or loss of all other unconsolidated entities is included in Other Income on the Consolidated Statements of 
Income. The Company’s equity investments are required to be tested for impairment when it is determined there 
may be an other than temporary loss in value. 


Third-party Apparel Sourcing Business 


On October 31, 2011, the Company divested 51% of its ownership interest in its third-party apparel sourcing 
business to affiliates of Sycamore Partners. The Company is accounting for its continuing investment under the 
equity method of accounting. For additional information, see Note 8, “Equity Investments and Other.” 


Express 


In April 2011, the Company sold a portion of its remaining shares of common stock in Express in an Express 
secondary offering, which reduced the Company’s ownership in Express from 14% to 8%. A gain was 
recognized upon the disposition of the shares. In April 2011, the Company also formally renounced its rights to 
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its Express Board of Directors’ seat. As a result, the Company changed its accounting for its investment in 
Express from the cost method to the available-for-sale method of accounting in the first quarter of 2011. 


In July 2011, the Company contributed all of its remaining shares of common stock in Express to The Limited 
Brands Foundation. For additional information, see Note 8, “Equity Investments and Other.” 


Cash and Cash Equivalents 


Cash and Cash Equivalents include cash on hand, demand deposits with financial institutions and highly liquid 
investments with original maturities of less than 90 days. The Company’s outstanding checks, which totaled $62 
million as of February 1, 2014 and $59 million as of February 2, 2013, are included in Accounts Payable on the 
Consolidated Balance Sheets. 


Concentration of Credit Risk 


The Company maintains cash and cash equivalents and derivative contracts with various major financial 
institutions. The Company monitors the relative credit standing of financial institutions with whom the Company 
transacts and limits the amount of credit exposure with any one entity. Currently, the Company’s investment 
portfolio is comprised of U.S. government obligations, U.S. Treasury and AAA-rated money market 

funds, highly-rated commercial paper and bank deposits. 


The Company also periodically reviews the relative credit standing of franchise, license and wholesale partners 
and other entities to which the Company grants credit terms in the normal course of business. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


The Company records valuation adjustments to its inventories if the cost of specific inventory items on hand 
exceeds the amount it expects to realize from the ultimate sale or disposal of the inventory. These estimates are 
based on management’s judgment regarding future demand and market conditions and analysis of historical 
experience. 


The Company also records inventory loss adjustments for estimated physical inventory losses that have occurred 
since the date of the last physical inventory. These estimates are based on management’s analysis of historical 
results and operating trends. 


Advertising Costs 


Advertising and catalogue costs are expensed at the time the promotion first appears in media or in the store or 
when the advertising is mailed. Advertising and catalogue costs totaled $452 million for 2013, $460 million for 
2012 and $474 million for 2011. 


Property and Equipment 


The Company’s property and equipment are recorded at cost and depreciation/amortization is computed on a 
straight-line basis using the following depreciable life ranges: 


Category of Property and Equipment Depreciable Life Range 
Software, including software developed for internal use ......... 3 - 7 years 
Store telatedaSsets’ ince. cutee Fak ob acne sey eee padaawe gies 3 - 10 years 
Leasehold improvements ............. 0.0... c eee eee eee Shorter of lease term or 10 years 
Non-store related building and site improvements .............. 10 - 15 years 
Other property and equipment ................... 00.00.0048. 20 years 
BuUldings 2.05 wi ccan veg ankas ae ad Ps pa deg ede DES Dae aes fone 30 years 


When a decision has been made to dispose of property and equipment prior to the end of the previously estimated 
useful life, depreciation estimates are revised to reflect the use of the asset over the shortened estimated useful 
life. The Company’s cost of assets sold or retired and the related accumulated depreciation are removed from the 
accounts with any resulting gain or loss included in net income. Maintenance and repairs are charged to expense 
as incurred. Major renewals and betterments that extend useful lives are capitalized. 


Property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash flows related 
to the asset are less than the carrying value, the Company recognizes a loss equal to the difference between the 
carrying value and the estimated fair value, usually determined by the estimated discounted future cash flows of 
the asset. 


Goodwill and Intangible Assets 


The Company has certain intangible assets resulting from business combinations and acquisitions that are 
recorded at cost. Intangible assets with finite lives are amortized on a straight-line basis over their respective 
estimated useful lives ranging from 3 to 5 years. 


Intangible assets with finite lives are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash 
flows related to the asset are less than the carrying value, the Company recognizes a loss equal to the difference 
between the carrying value and the estimated fair value, usually determined by the estimated discounted future 
cash flows of the asset. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. First, pursuant to Accounting Standards Update (“ASU”) 

No. 2011-08, Testing Goodwill for Impairment , the Company performs a qualitative assessment to determine 
whether it is more likely than not that each reporting unit’s fair value is less than its carrying value, including 
goodwill. If the Company determines that it is more likely than not that the fair value of the reporting unit is less 
than its carrying value, the Company then estimates the fair value of all assets and liabilities of that reporting 
unit, including the implied fair value of goodwill, through either estimated discounted future cash flows or 
market-based methodologies. If the carrying value of goodwill exceeds the implied fair value, the Company 
recognizes an impairment charge equal to the difference. The Company’s reporting units are determined in 
accordance with the provisions of Accounting Standards Codification (“ASC”) Topic 350, 
Intangibles—Goodwill and Other . The Company’s reporting units that have goodwill are Victoria’s Secret 
Stores, Victoria’s Secret Direct and Bath & Body Works. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. First, pursuant to ASU No. 2012-02, 
Testing Indefinite-Lived Intangible Assets for Impairment , the Company performs a qualitative assessment to 
determine whether it is more likely than not that the indefinite-lived intangible asset is impaired. If the Company 
determines that it is more likely than not that the fair value of the asset is less than its carrying amount, the 
Company estimates the fair value, usually determined by the estimated discounted future cash flows of the asset, 
compares that value with its carrying amount and records an impairment charge, if any. 


If future economic conditions are different than those projected by management, future impairment charges may 
be required. 


Leases and Leasehold Improvements 


The Company has leases that contain predetermined fixed escalations of minimum rentals and/or rent abatements 
subsequent to taking possession of the leased property. The Company recognizes the related rent expense on a 
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straight-line basis commencing upon the store possession date. The Company records the difference between the 
recognized rental expense and amounts payable under the leases as deferred lease credits. The Company’s 
liability for predetermined fixed escalations of minimum rentals and/or rent abatements totaled $131 million as 
of February 1, 2014 and $120 million as of February 2, 2013. These liabilities are included in Other Long-term 
Liabilities on the Consolidated Balance Sheets. 


The Company receives construction allowances from landlords related to its retail stores. These allowances are 
generally comprised of cash amounts received by the Company from its landlords as part of the negotiated lease 
terms. The Company records a receivable and a landlord allowance at the lease commencement date (date of 
initial possession of the store). The landlord allowance is amortized on a straight-line basis as a reduction of rent 
expense over the term of the lease (including the pre-opening build-out period) and the receivable is reduced as 
amounts are received from the landlord. The Company’s unamortized portion of landlord allowances, which 
totaled $181 million as of February 1, 2014 and $178 million as of February 2, 2013, is included in Other Long- 
term Liabilities on the Consolidated Balance Sheets. 


The Company also has leasehold improvements which are amortized over the shorter of their estimated useful 
lives or the period from the date the assets are placed in service to the end of the initial lease term. Leasehold 
improvements made after the inception of the initial lease term are depreciated over the shorter of their estimated 
useful lives or the remaining lease term, including renewal periods, if reasonably assured. 


Foreign Currency Translation 


The functional currency of the Company’s foreign operations is generally the applicable local currency. Assets 
and liabilities are translated into U.S. dollars using the current exchange rates in effect as of the balance sheet 
date, while revenues and expenses are translated at the average exchange rates for the period. The Company’s 
resulting translation adjustments are recorded as a component of Comprehensive Income in the Consolidated 
Statements of Comprehensive Income and the Consolidated Statements of Total Equity (Deficit). 


Derivative Financial Instruments 


The Company uses derivative instruments designated as cash flow hedges or fair value hedges and non- 
designated derivative instruments to manage exposure to foreign currency exchange rates and interest rates. The 
Company does not use derivative financial instruments for trading purposes. All derivative financial instruments 
are recorded on the Consolidated Balance Sheets at fair value. 


For derivative instruments that are designated and qualify as cash flow hedges, the effective portion of the gain 
or loss on the derivative instrument is reported as a component of other comprehensive income and reclassified 
into earnings in the same period during which the hedged transaction affects earnings. Gains and losses on the 
derivative representing either hedge ineffectiveness or hedge components excluded from the assessment of 
effectiveness are recognized in current earnings. 


For derivative instruments that are designated and qualify as fair value hedges, the changes in the fair value of 
the derivative instrument have an equal and offsetting impact to the carrying value of the liability on the balance 
sheet. 


For derivative instruments that are not designated as hedging instruments, the gain or loss on the derivative 
instrument is recognized in current earnings. 


Fair Value 


The authoritative guidance included in ASC Topic 820, Fair Value Measurements and Disclosure, defines fair 
value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the 
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principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants. This authoritative guidance further establishes a three-level fair value hierarchy that prioritizes the 
inputs used to measure fair value. This hierarchy requires entities to maximize the use of observable inputs and 
minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as follows: 


¢ Level 1—Quoted market prices in active markets for identical assets or liabilities. 


¢ Level 2—Observable inputs other than quoted market prices included in Level 1, such as quoted prices 
of similar assets and liabilities in active markets; quoted prices for identical or similar assets and 
liabilities in markets that are not active; or other inputs that are observable or can be corroborated by 
observable market data. 


¢ Level 3—Unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets and liabilities. This includes certain pricing models, discounted cash flow 
methodologies and similar techniques that use significant unobservable inputs. 


The Company estimates the fair value of financial instruments, property and equipment and goodwill and 
intangible assets in accordance with the provisions of ASC Topic 820. 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. Under this method, taxes currently 
payable or refundable are accrued and deferred tax assets and liabilities are recognized for the estimated future 
tax consequences attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable operating loss 
and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income tax rates in 
effect for the year in which those temporary differences are expected to be recovered or settled. The effect on 
deferred tax assets and liabilities of a change in income tax rates is recognized in the Company’s Consolidated 
Statement of Income in the period that includes the enactment date. A valuation allowance is recorded to reduce 
the carrying amounts of deferred tax assets if it is more likely than not that such assets will not be realized. U.S. 
deferred income taxes are not provided on undistributed income of foreign subsidiaries where such earnings are 
considered to be permanently reinvested for the foreseeable future. 


In determining the Company’s provision for income taxes, it uses an annual effective income tax rate based on 
annual income, permanent differences between book and tax income and statutory income tax rates. The 
Company adjusts the annual effective income tax rate as additional information on outcomes or events becomes 
available. The Company’s effective income tax rate is affected by items including changes in tax law, the tax 
jurisdiction of new stores or business ventures and the level of earnings. 


The Company follows a two-step approach to recognizing and measuring uncertain tax positions. The first step is 
to evaluate the tax position for recognition by determining if the available evidence indicates it is more likely 
than not that the position will be sustained on audit, including resolution of related appeals or litigation 
processes, if any. The second step is to measure the tax benefit as the largest amount which is more than 50% 
likely of being realized upon ultimate settlement. The Company considers many factors when evaluating and 
estimating its tax positions and tax benefits, which may require periodic adjustments and which may not 
accurately forecast actual outcomes. 


The Company’s income tax returns, like those of most companies, are periodically audited by domestic and 
foreign tax authorities. These audits include questions regarding the Company’s tax filing positions, including the 
timing and amount of deductions and the allocation of income among various tax jurisdictions. At any one time, 
multiple tax years are subject to audit by the various tax authorities. A number of years may elapse before a 
particular matter for which the Company has established an accrual is audited and fully resolved or clarified. The 
Company adjusts its tax contingencies accrual and income tax provision in the period in which matters are 
effectively settled with tax authorities at amounts different from its established accrual, when the statute of 


70 


limitations expires for the relevant taxing authority to examine the tax position or when more information 
becomes available. The Company includes its tax contingencies accrual, including accrued penalties and interest, 
in Other Long-term Liabilities on the Consolidated Balance Sheets unless the liability is expected to be paid 
within one year. Changes to the tax contingencies accrual, including accrued penalties and interest, are included 
in Provision for Income Taxes on the Consolidated Statements of Income. 


Self Insurance 


The Company is self-insured for medical, workers’ compensation, property, general liability and automobile 
liability up to certain stop-loss limits. Such costs are accrued based on known claims and an estimate of incurred 
but not reported (““IBNR”) claims. IBNR claims are estimated using historical claim information and actuarial 
estimates. 


Noncontrolling Interest 


Noncontrolling interest represents the portion of equity interests of consolidated affiliates not owned by the 
Company. 


Share-based Compensation 


The Company recognizes all share-based payments to employees and directors as compensation cost over the 
service period based on their estimated fair value on the date of grant. 


Compensation cost is recognized over the service period for the fair value of awards that actually vest. 
Compensation expense for awards without a performance condition is recognized, net of estimated forfeitures, 
using a single award approach (each award is valued as one grant, irrespective of the number of vesting 
tranches). Compensation expense for awards with a performance condition is recognized, net of estimated 
forfeitures, using a multiple award approach (each vesting tranche is valued as one grant). 


Revenue Recognition 


The Company recognizes sales upon customer receipt of the merchandise, which for direct response revenues 
reflects an estimate of shipments that have not yet been received by the customer based on shipping terms and 
estimated delivery times. The Company’s shipping and handling revenues are included in Net Sales with the 
related costs included in Costs of Goods Sold, Buying and Occupancy on the Consolidated Statements of 
Income. The Company also provides a reserve for projected merchandise returns based on prior experience. Net 
Sales exclude sales tax collected from customers. 


The Company’s brands sell gift cards with no expiration dates to customers. The Company does not charge 
administrative fees on unused gift cards. The Company recognizes income from gift cards when they are 
redeemed by the customer. In addition, the Company recognizes income on unredeemed gift cards when it can 
determine that the likelihood of the gift card being redeemed is remote and that there is no legal obligation to 
remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). The Company determines the gift 
card breakage rate based on historical redemption patterns. Gift card breakage is included in Net Sales in the 
Consolidated Statements of Income. 


The Company also recognizes revenues associated with franchise and wholesale arrangements. Revenue 
recognized under franchise arrangements generally consists of royalties earned upon sale of merchandise by 
franchisees to third-party customers. Revenue is generally recognized under wholesale arrangements at the time 
the title passes to the customer. 


The Company recognizes revenue associated with merchandise sourcing and production services provided to 
third parties. Revenue is recognized at the time the title passes to the customer. 
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Costs of Goods Sold, Buying and Occupancy 


The Company’s costs of goods sold include merchandise costs, net of discounts and allowances, freight and 
inventory shrinkage. The Company’s buying and occupancy expenses primarily include payroll, benefit costs and 
operating expenses for its buying departments and distribution network, rent, common area maintenance, real 
estate taxes, utilities, maintenance, fulfillment expenses and depreciation for the Company’s stores, warehouse 
facilities and equipment. 


General, Administrative and Store Operating Expenses 


The Company’s general, administrative and store operating expenses primarily include payroll and benefit costs 
for its store-selling and administrative departments (including corporate functions), marketing, advertising and 
other operating expenses not specifically categorized elsewhere in the Consolidated Statements of Income. 


Use of Estimates in the Preparation of Financial Statements 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the reporting period, 
as well as the related disclosure of contingent assets and liabilities at the date of the financial statements. Actual 
results may differ from those estimates and the Company revises its estimates and assumptions as new 
information becomes available. 


2. Earnings Per Share 


Earnings per basic share are computed based on the weighted-average number of outstanding common shares. 
Earnings per diluted share include the weighted-average effect of dilutive options and restricted stock on the 
weighted-average shares outstanding. 


The following table provides shares utilized for the calculation of basic and diluted earnings per share for 2013, 
2012 and 2011: 


2013, 2012 +=. 2011 


(in millions) 


Weighted-average Common Shares: 


Issued Shares: ...¢s2ct 400d ehdaa ve b Se ee Ghd vee ere dae Pekan eh ee he pees 306 302 323 

TEASUPY. SHAPES 6 asx pele Recah howd awe Rie Obes oe baa hd Bak Be eet oe (16) (12) (19) 
Basic Shares .......0 0.00.0 ee een ee een ene n teen n nee 290 290 304 
Effect of Dilutive Options and Restricted Stock ........ 0.0.0... eee eee eee 6 7 10 
Diluted Shares... 1.0.0... nent nent nent nen ene 296 297 314 
Anti-dilutive Options and Awards (a) ... 0.0.0... cece eee een eens 1 1 1 


(a) These options and awards were excluded from the calculation of diluted earnings per share because their 
inclusion would have been anti-dilutive. 


3. Divestitures 
Third-party Apparel Sourcing Business 


On October 31, 2011, the Company divested 51% of its ownership interest in its third-party apparel sourcing 
business to affiliates of Sycamore Partners for pre-tax cash proceeds of $124 million. The Company recorded a 
pre-tax gain on the divestiture of $111 million in the fourth quarter of 2011. For additional information, see 
Note 8, “Equity Investments and Other.” 
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Express 


During the period between April 2011 through July 2011, the Company completed the divestiture of its 
remaining 14% ownership in Express through the following transactions: 


¢ In April 2011, the Company sold 5.5 million shares of its common stock in Express for $99 million, 
reducing its ownership interest to 8%. As a result, the Company recognized a pre-tax gain of $86 
million. 


¢ In July 2011, the Company contributed its remaining 7.2 million shares of common stock to The 
Limited Brands Foundation, reducing its ownership interest to 0%. At the time of the charitable 
contribution, the stock was worth $163 million. As a result of the contribution, the Company recognized 
a non-taxable gain of $147 million. 


For additional information, see Note 8, “Equity Investments and Other.” 


4. Restructuring Activities 


During the fourth quarter of 2011, the Company initiated a restructuring program designed to resize a portion of 
La Senza’s store fleet and relocate its home office from Montreal, Canada to Columbus, Ohio. The Company 
recognized a pre-tax charge consisting of contract termination costs, severance and other costs of $24 million, 
including non-cash charges of $5 million, in the fourth quarter of 2011. The restructuring charges of $17 million 
and $7 million are included in Cost of Goods Sold, Buying and Occupancy and General, Administrative and 
Store Operating Expenses, respectively, on the 2011 Consolidated Statement of Income. In 2012, the Company 
made cash payments of $11 million and decreased the estimate of expected contract termination costs by $3 
million related to this restructuring program. This $3 million change in estimate was included in Cost of Goods 
Sold, Buying and Occupancy on the 2012 Consolidated Statements of Income. During 2013, the Company made 
cash payments of $3 million and decreased the estimate of expected contract termination costs by an additional 
$1 million related to this restructuring program. The remaining balance of $1 million is included in Other Long- 
term Liabilities on the February 1, 2014 Consolidated Balance Sheet. 


During the second quarter of 2012, the Company initiated a second restructuring program designed to further 
resize the La Senza store fleet. In 2012, the Company recognized a pre-tax charge of $17 million, including non- 
cash charges of $6 million. Restructuring charges of $16 million and $1 million are included in Cost of Goods 
Sold, Buying and Occupancy and General, Administrative and Store Operating Expenses, respectively, on the 
2012 Consolidated Statement of Income. In 2012, the Company made cash payments of $5 million related to this 
restructuring program. During 2013, the Company made cash payments of $3 million and decreased the estimate 
of expected contract termination costs by $1 million related to this restructuring program. Of the remaining 
balance of $2 million, $1 million is included in Accrued Expenses and Other and $1 million is included in Other 
Long-term Liabilities on the February 1, 2014 Consolidated Balance Sheet. 


5. Inventories 


The following table provides details of inventories as of February 1, 2014 and February 2, 2013: 


February 1, February 2, 


2014 2013 
(in millions) 
Finished Goods Merchandise .......... 0... ccc cece eee eee ee eee ees $1,073 $ 916 
Raw Materials and Merchandise Components ...................0.0-, 92 88 
Total Inventories ........... 000... e eens $1,165 $1,004 
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6. Property and Equipment, Net 
The following table provides details of property and equipment, net as of February 1, 2014 and February 2, 2013: 


February 1, February 2, 


2014 2013 
(in millions) 
Leander Gt oad adhe fee cee ean ba oats noe eaten eee ee $ 658 $ 60 
Buildings and Improvements ............. 0.0.0. e eee eee eee 408 402 
Furniture, Fixtures, Software and Equipment ......................0-. 2,984 2,715 
Leasehold Improvements: .......6 6. cece k ed cede eee edb eetaaenes 1,534 1,359 
Construction in Progress .... 0... 2. eee ee 117 186 
EM OU AM ss. costae rts apceuc.de, Siva eden eat Goce anes SO ssaeads OR, are Medea te Thpe efor seten e fotee 5,101 4,722 
Accumulated Depreciation and Amortization ........... 0.00000 e eae (3,056) (2,919) 
Property and Equipment, Net .............. 0.00. c eee eee ee eee $ 2,045 $ 1,803 


Depreciation expense was $406 million in 2013, $386 million in 2012 and $387 million in 2011. 


In the fourth quarter of 2012, the Company concluded that the continued negative operating results of the Henri 
Bendel business was an indicator of potential impairment for the Henri Bendel long-lived store assets. The 
Company calculated the impairment by comparing the estimated discounted cash flows at each store to its 
respective carrying value and recognized an impairment charge of $27 million. This impairment charge is 
included in Cost of Goods Sold, Buying and Occupancy on the 2012 Consolidated Statement of Income. Based 
on the evaluation performed in the fourth quarter of 2013, the Company concluded that no impairment charge 
was necessary in 2013. The carrying value of the Henri Bendel long-lived stores assets was $5 million and $6 
million as of February 1, 2014 and February 2, 2013, respectively. 


7. Goodwill, Trade Names and Other Intangible Assets, Net 
Goodwill 


The following table provides the rollforward of goodwill for the fiscal years ended February 1, 2014 and 
February 2, 2013: 


Victoria’s Bath & Body 


Secret Works Other Total 
(in millions) 
Balance as of January 28, 2012 ................... $690 $628 $ 12(a) $1,330 
Diniparment-2.2.4 4 avn eee a as Beak wa shee s — — (12) (12) 
Balance as of February 2, 2013 ................... 690 628 — 1,318 
Current period changes ............... 00.0000 0000. — — — — 
Balance as of February 1, 2014 ................... $690 $628 $— $1,318 


(a) Balance is presented net of a $189 million and $119 million La Senza impairment recognized in the fourth 
quarter of 2008 and the fourth quarter of 2011, respectively. 


The Company tests for goodwill impairment at the reporting unit level. The Company’s reporting units with 


goodwill balances at February 1, 2014 were Victoria’s Secret Stores, Victoria’s Secret Direct and Bath & Body 
Works. Goodwill associated with the La Senza reporting unit was fully impaired at February 2, 2013. 
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Intangible Assets—Indefinite Lives 


Intangible assets with indefinite lives represent the Victoria’s Secret and Bath & Body Works trade names which 
are included in Trade Names and Other Intangible Assets, Net on the Consolidated Balance Sheets. The 
following table provides additional detail regarding the composition of trade names as of February 1, 2014 and 
February 2, 2013: 


February 1, February 2, 
2013 


2014 
(in millions) 
Victoria’s S€cret: o.joc dale pice eb ee bie Seda Ad dae PAA a ee wees $246 $246 
Bath & Body Works. ..cs22 -cvaccdaadvw eu es eden Pegeaseeee Mae ee 165 165 
Intangible Assets—Trade Names ................. 0.0 eee eee eee $411 $411 


Intangible Assets—Finite Lives 


Intangible assets with finite lives represent certain trademarks and customer relationships. These assets totaled $1 
million as of February 2, 2013 and were included in Trade Names and Other Intangible Assets, Net on the 
February 2, 2013 Consolidated Balance Sheets. These assets were fully amortized in 2013. Amortization expense 
was $1 million for 2013, $3 million for 2012 and $4 million for 2011. 


Impairment Charges 
La Senza 


In conjunction with the January 2007 acquisition of La Senza, the Company recognized goodwill, intangible 
assets with indefinite lives and intangible assets with finite lives. These assets were included in the La Senza 
reporting unit which is included in Other in the Company’s segment reporting. 


2008 


In the fourth quarter of 2008, the Company completed its annual impairment testing. During the latter half of 
2008, La Senza’s operating results were negatively impacted by the global economic downturn and the resulting 
impact on the Canadian retail environment as well as other factors. As part of the annual impairment evaluation, 
the Company assessed the recoverability of goodwill using a discounted cash flow methodology. The Company 
concluded that the carrying value of the La Senza goodwill exceeded the implied fair value based on the 
estimated fair value of the La Senza reporting unit. Accordingly, the Company recorded a goodwill impairment 
charge of $189 million. Prior to completing the goodwill impairment evaluation, the Company performed its 
annual impairment analysis for indefinite-lived trade names. Based on its evaluation using a relief from royalty 
and other discounted cash flow methodologies, the Company concluded that certain La Senza trade name assets 
were impaired. Accordingly, the Company recorded an impairment charge of $25 million to reduce the carrying 
value of these assets to their estimated fair values. The Company also recognized a $1 million impairment charge 
related to a finite lived trade name asset. 


2009 


In the fourth quarter of 2009, the Company made the decision to exit the La Senza Girl business and recorded an 
impairment charge of $3 million to write-off the La Senza Girl trade name and other minor trade names. 


2011 


In the fourth quarter of 2011, the Company completed its annual impairment testing. During 2011, La Senza’s 
operating results failed to meet the Company’s expectations, as both comparable store sales and gross profit were 
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below the Company’s beginning of year expectations especially in the critical fourth quarter holiday period. As 
part of the annual impairment evaluation, the Company assessed the recoverability of goodwill using a 
discounted cash flow methodology. The Company concluded that the carrying value of the La Senza goodwill 
exceeded the implied fair value based on the estimated fair value of the La Senza reporting unit. Accordingly, the 
Company recorded a goodwill impairment charge of $119 million. The goodwill impairment charge is included 
in Impairment of Goodwill and Other Intangible Assets on the 2011 Consolidated Statement of Income. 


Prior to completing the goodwill impairment evaluation, the Company performed its annual impairment analysis 
for its indefinite-lived trade name. Based on its evaluation using relief from royalty and other discounted cash 
flow methodologies, the Company concluded that the La Senza trade name asset was impaired. Accordingly, the 
Company recorded an impairment charge of $112 million to reduce the carrying value of the trade name asset to 
its estimated fair value. The Company also recognized a $1 million impairment charge related to a lease-related 
intangible asset. These impairment charges are included in Impairment of Goodwill and Other Intangible Assets 
on the 2011 Consolidated Statement of Income. 


2012 


In the fourth quarter of 2012, the Company completed its annual impairment testing. During 2012, La Senza’s 
operating results again failed to meet the Company’s expectations, as both comparable store sales and gross 
profit were below our beginning of year expectations. As part of the annual impairment evaluation, the Company 
assessed the recoverability of goodwill using a discounted cash flow methodology. The Company concluded that 
the carrying value of the La Senza goodwill exceeded the implied fair value based on the estimated fair value of 
the La Senza reporting unit. Accordingly, the Company recorded a goodwill impairment charge of $12 million 
which fully impaired La Senza’s remaining goodwill. The goodwill impairment charge is included in Impairment 
of Goodwill and Other Intangible Assets on the 2012 Consolidated Statement of Income. 


Prior to completing the goodwill impairment evaluation, the Company performed its annual impairment analysis 
for its indefinite-lived trade name. Based on its evaluation using relief from royalty and other discounted cash 
flow methodologies, the Company concluded that the La Senza trade name asset was impaired. Accordingly, the 
Company recorded an impairment charge of $75 million to reduce the carrying value of the trade name asset to 
zero. The Company also recognized a $6 million impairment charge related to certain finite-lived customer 
relationship intangible assets. These impairment charges are included in Impairment of Goodwill and Other 
Intangible Assets on the 2012 Consolidated Statement of Income. 


8. Equity Investments and Other 
Third-party Apparel Sourcing Business 


On October 31, 2011, the Company divested 51% of its ownership interest in its third-party apparel sourcing 
business to affiliates of Sycamore Partners for pre-tax cash proceeds of $124 million. The Company’s remaining 
ownership interest is accounted for under the equity method of accounting. The proceeds are included in 
Proceeds from Divestiture of Third-party Apparel Sourcing Business within the Investing Activities section on 
the 2011 Consolidated Statement of Cash Flows. The Company recorded a pre-tax gain on the divestiture of $111 
million in the fourth quarter of 2011 which is included in Gain on Divestiture of Third-party Apparel Sourcing 
Business on the 2011 Consolidated Statement of Income. In the first quarter of 2012, the Company received 
additional pre-tax cash proceeds of $11 million as settlement of a working capital adjustment. The proceeds are 
included in Other Investing Activities within the Investing Activities section of the 2012 Consolidated Statement 
of Cash Flows. 


In conjunction with the transaction, the Company entered into transition services agreements whereby the 
Company is providing support in various operational areas including logistics, technology and finance. The terms 
of these transition services arrangements varied and ranged from two months to three years with the last one 
expiring in October 2014. 
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In the fourth quarter of 2012, the Company received a $28 million dividend from the third-party apparel sourcing 
business. This reduced the Company’s carrying value in the investment. Of this dividend, $22 million is included 
in Return of Capital from Third-party Apparel Sourcing Business Investment within the Investing Activities 
section of the 2012 Consolidated Statement of Cash Flows and $6 million is included in Other Assets and 
Liabilities within the Operating Activities section of the 2012 Consolidated Statement of Cash Flows. 


In 2013, the Company received $64 million in dividends from the third-party apparel sourcing business. These 
dividends reduced the Company’s carrying value in the investment. Of these dividends, $46 million is included 
in Return of Capital from Third-party Apparel Sourcing Business Investment within the Investing Activities 
section of the 2013 Consolidated Statement of Cash Flows and $18 million is included in Other Assets and 
Liabilities within the Operating Activities section of the 2013 Consolidated Statement of Cash Flows. 


The Company’s carrying value for this investment was $3 million as of February 1, 2014 and $52 million as of 
February 2, 2013 and is included in Other Assets on the Consolidated Balance Sheets. The Company’s share of 
net income (loss) from this investment is included in Other Income on the Consolidated Statements of Income. 


Express 


In July 2007, the Company completed the divestiture of 75% of its ownership interest in Express. 


In 2010, Express completed an IPO and secondary offering and the Company’s ownership interest was diluted 
from 25% to 14%. As a result, the Company changed its accounting for its investment in Express from the equity 
method to the cost method of accounting. 


On April 12, 2011, the Company sold 5.5 million shares of its common stock in Express for $99 million. As a 
result, the Company’s ownership interest was reduced from 14% to 8% and the Company recognized a pre-tax 
gain of $86 million, which is included in Other Income on the 2011 Consolidated Statement of Income. On 
April 21, 2011, the Company formally renounced its rights to its Express Board of Directors’ seat. As a result, 
the Company commenced accounting for its investment in Express using the available-for-sale method of 
accounting in the first quarter of 2011. 


In July 2011, the Company contributed all of its remaining 7.2 million shares of Express, valued at $163 million, 
to The Limited Brands Foundation. As a result, the Company recognized contribution expense in 2011 of $163 
million which is included in General, Administrative and Store Operating Expenses on the 2011 Consolidated 
Statement of Income. The Company also recognized a non-taxable gain of $147 million representing the 
difference between the market value of the Express shares on the date of the contribution and the Company’s net 
carrying value. The gain is included in Other Income on the 2011 Consolidated Statement of Income. 


The Company maintains agreements with Express whereby the Company continues to provide logistics services 
and lease office space. The Company’s third-party apparel sourcing business, which the Company divested in the 
fourth quarter of 2011, provided merchandise sourcing services to Express. The Company recognized 
merchandise sourcing revenue from Express of $325 million in 2011. 


Limited Stores 


In August 2007, the Company completed the divestiture of 75% of its ownership interest in Limited Stores. In 
June 2010, the Company completed the divestiture of its remaining 25% ownership interest in Limited Stores and 
resigned its seats on Limited Stores’ Board of Directors. 


The Company maintains agreements with Limited Stores whereby the Company continues to provide logistics 
services. The Company’s third-party apparel sourcing business, which the Company divested in the fourth 
quarter of 2011, provided merchandise sourcing services to Limited Stores. The Company recognized 
merchandise sourcing revenue from Limited Stores of $83 million in 2011. 


Td 


Easton Investment 


The Company has land and other investments in Easton, a 1,300 acre planned community in Columbus, Ohio that 
integrates office, hotel, retail, residential and recreational space. These investments, at cost, totaled $105 million 
as of February 1, 2014 and $75 million as of February 2, 2013 and are recorded in Other Assets on the 
Consolidated Balance Sheets. In the third quarter of 2012, the Company received $13 million in cash 
distributions from certain of the Company’s investments in Easton which are included in Return of Capital from 
Easton Investments within the Investing Activities section on the 2012 Consolidated Statement of Cash Flow. 
The Company recognized a pre-tax gain of $13 million which is included in Other Income on the 2012 
Consolidated Statements of Income. 


Included in the Company’s Easton investments is an equity interest in Easton Town Center, LLC (“ETC”), an 
entity that owns and has developed a commercial entertainment and shopping center. The Company’s investment 
in ETC is accounted for using the equity method of accounting. The Company has a majority financial interest in 
ETC, but another unaffiliated member manages ETC. Certain significant decisions regarding ETC require the 
consent of unaffiliated members in addition to the Company. 


9. Accrued Expenses and Other 


The following table provides additional information about the composition of accrued expenses and other as of 
February 1, 2014 and February 2, 2013: 


February 1, February 2, 
2014 013 


(in millions) 
Deferred Revenue, Principally from Gift Card Sales ..... 00... eee eee eee $207 $202 
Compensation, Payroll Taxes and Benefits ............. 0.0... e eee eee 173 180 
Interest 24.34. 08.i3 4 dnaesedaied bob ate tae bee eeetwaetad« Mode eee alabedeeed 86 719 
Taxes: Other That INCOME: .. o:.4.5e5cen a Rein es Soda Ge, es Stes AS Baas Eda ea Dee 63 84 
Accrued Claims on Self-insured Activities ........... 0000 c eee eens 37 37 
Returns Reserve. .tc.5. aco & ale Glee ease hae eitecncay oaraeeiang.os seed ead Ge ge dashed a Sioa 29 28 
RNG bei toh oddid x dale siumewd onsen cet eens aware Seeks Obed ote ewes 24 26 
Other 2.9: seta dhero's aokucle Ah Vaal Ped hol Ae om Pte eE Antes 6 Me tone hee We Sidk w A SA 168 171 
Total Accrued Expenses and Other .............. 0.00. cece eee eee ete ens $787 $807 


10. Income Taxes 
The following table provides the components of the Company’s provision for income taxes for 2013, 2012 and 2011: 


2013, 2012S 2011 


(in millions) 


Current: 
ULS. Federal oo... cece cence nent e een e eens eben nennennees $407 $432 $357 
Res <n ge ro OR I PN TO gr 7 ed 90 67 46 
NGHEUUS Schorr einbteire auteesdda edn Sow bebe bea weed ebda ide adawean 28 18 11 
PROGAL: 2 2ee cen c ar esse es Goan ccs nods ene ae eer ole da bee gts ie debe tap eee etna eee 525 517 414 
Deferred: 
US. Federals. o:<:c:i40. goin) 30 ised dade did eae ean bare CRAs OR Gaui sae 11 14 6 
ME Se AS GA ote ce platen nctees ted ce sneered Seay anesens sa case adban test dead ieeh Ga fea cteesta aha ctacdalshensapnjamszean te 3 4 1 
INGHEUES» f6 6b need need BA aad Gb aleted dalek a4 & debates deedapie aca ies 4 (7) (44) 
POCA 2a say acto sale sna eS sseh see estado he ceases Ge eutcin gps ae elacea een es ew apse Ges any eae & 18 11 (37) 
Provision for Income Taxes .......... 0.0.0.0... ccc ccc cee eee ee eee eee nes $543 $528 $377 


The Non-U.S. component of pre-tax income, arising principally from overseas operations, was income of $131 
million for 2013, income of $1 million for 2012 and a loss of $37 million for 2011. The 2012 income included 
the impact of the $93 million impairment of goodwill and other intangible assets at La Senza. The 2011 loss 
included the impact of the $232 million impairment of goodwill and other intangible assets at La Senza as well as 
the Non-U.S. portion of the gain on the divestiture of the third-party apparel sourcing business of $105 million. 


The 2011 Non-U:S. deferred benefit of $44 million is primarily the result of the reversal of a deferred tax liability 
associated with the La Senza trade name established upon the acquisition of La Senza. 


The Company’s income taxes payable has been reduced by the excesstax benefits from employee stock plan 
awards. For stock options, the Company receives an excess income tax benefit calculated as the tax effect of the 
difference between the fair market value of the stock at the time of grant and exercise. For restricted stock, the 
Company receives an excess income tax benefit calculated as the tax effect of the difference between the fair 
market value of the stock at the time of grant and vesting. The Company had net excess tax benefits from equity 
awards of $36 million, $116 million and $48 million in 2013, 2012 and 2011, respectively, which were reflected 
as increases to equity. 


The following table provides the reconciliation between the statutory federal income tax rate and the effective tax 
rate for 2013, 2012 and 2011: 


2013 2012 2011 


Federal Income Tax Rate: iss: secs es ated heb ee AOR hehe eee eo 35.0% 35.0% 35.0% 
State Income Taxes, Net of Federal Income Tax Effect ............. 0.000000 000 00. 3.8% 4.0% 4.0% 
Impact of Non-U-S; Operations: 3 dessce i oeo ian eden bana eee hohe eAan ae (1.4)% 1.1% (2.2)% 
Express Charitable Contribution ......... 0.0... c cece eee eens —% —% (5.0)% 
Non-deductible Impairment of Goodwill and Other Intangible Assets ................ —% 24% 4.3% 
Non-US. Portion of the Divestiture of Third-party Apparel Sourcing Business ........ —% —% (3.0)% 
Other Wtems: Neb i520... ce. Leet duce shea deemneiace meine poe te EME Pe ded or ea ene eee RORA 0.1% (1.3)% (2.4)% 
Effective Tax Rate 0.0.0... ccc cee nent neces ene ene enenes 37.5% 41.2% 30.7% 


Deferred Taxes 


The following table provides the effect of temporary differences that cause deferred income taxes as of 
February 1, 2014 and February 2, 2013. Deferred tax assets and liabilities represent the future effects on income 
taxes resulting from temporary differences and carryforwards at the end of the respective year. 


February 1, 2014 February 2, 2013 
Assets Liabilities Total Assets Liabilities Total 


(in millions) 


GASES 2 cis dddd died. lide d ou tide edd oh aed de $ 46 $ — §$ 46 $ 432 $ — $ 43 
Non-qualified Retirement Plan...................04. 94 — 94 86 — 86 
Property and Equipment ......................0.000, — (219) (219) — (190) = (190) 
Good Wall, sass. soe saan lee landede areal soe dinvarard Gear Sie manasa — (15) (15) — (15) (15) 
Trade Names and Other Intangibles .................. — (139) (139) — (138) (138) 
State Net Operating Loss Carryforwards .............. 21 — 21 23 — 23 
Non-U.S. Operating Loss Carryforwards .............. 161 — 161 151 — 151 
Valuation Allowance ........... 0. c cece eee eens (183) — (183) (171) — (171) 
Other, Net 2.06 scbc0cisGlaeleraed) nadtesedgdanad 71 — 71 67 — 67 
Total Deferred Income Taxes ..................... $210 $(373) $(163) $199 $343) $(144) 
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As of February 1, 2014, the Company had available for state income tax purposes net operating loss 
carryforwards which expire, if unused, in the years 2014 through 2033. The Company has analyzed the 
realization of the state net operating loss carryforwards on an individual state basis. For those states where the 
Company has determined that it is more likely than not that the state net operating loss carryforwards will not be 
realized, a valuation allowance has been provided for the deferred tax asset. 


As of February 1, 2014, the Company had available for non-U.S. tax purposes net operating loss carryforwards 
which expire, if unused, in the years 2027 through 2033. The Company has determined that it is more likely than 
not that all of the net operating loss carryforwards will not be realized and a valuation allowance has been 
provided for the net deferred tax assets, including the net operating loss carryforwards, of the related tax loss 
entities. 


As of February 1, 2014, accumulated undistributed earnings from non-U.S. subsidiaries are $113 million. Any 
unrecognized deferred income tax liability resulting from these foreign earnings is not expected to reverse in the 
foreseeable future; furthermore, the undistributed foreign earnings are permanently reinvested. If the Company 
elects to distribute these foreign earnings in the future, they could be subject to additional income taxes. 
Determination of the amount of any unrecognized deferred income tax liability on these undistributed foreign 
earnings is not practicable because such liability, if any, is dependent on circumstances existing if and when 
remittance occurs. 


Income tax payments were $468 million for 2013, $336 million for 2012 and $400 million for 2011. 


Uncertain Tax Positions 


The following table summarizes the activity related to the Company’s unrecognized tax benefits for U.S. federal, 
state & non-U.S. tax jurisdictions for 2013, 2012 and 2011, without interest and penalties: 


2013-2012) 2011 


(in millions) 


Gross Unrecognized Tax Benefits, as of the Beginning of the Fiscal Year ........... $185 $146 $147 
Increases in Unrecognized Tax Benefits for Prior Years ............ 00.00.0000 0 0008 39 13 4 
Decreases in Unrecognized Tax Benefits for Prior Years ........ 0.0.0.0 cece eee eee ee (54) (19) (33) 
Increases in Unrecognized Tax Benefits as a Result of Current Year Activity ........... 37 52 45 
Decreases to Unrecognized Tax Benefits Relating to Settlements with Taxing 

AUMNOTIGIES oa. 2 a5 2 yt etc atc cnane age dee enone hath Gok, & acenen das mab ee epee eae mao (34) (1) (9) 
Decreases to Unrecognized Tax Benefits as a Result of a Lapse of the Applicable Statute 

Of Limitations’. «.2.fo0cd2c bone bake aed eee aee Poe bath ba ees (6) (6) (8) 
Gross Unrecognized Tax Benefits, as of the End of the Fiscal Year ................ $167 $185 $146 


Of the $167 million, $185 million and $146 million of total unrecognized tax benefits at February 1, 2014, 
February 2, 2013, and January 28, 2012, respectively, approximately $143 million, $160 million and $131 
million, respectively, represent the amount of unrecognized tax benefits that, if recognized, would favorably 
affect the effective income tax rate in future periods. These amounts are net of the offsetting tax effects from 
other tax jurisdictions. 


Of the total unrecognized tax benefits, it is reasonably possible that $118 million could change in the next twelve 
months due to audit settlements, expiration of statute of limitations or other resolution of uncertainties. Due to 
the uncertain and complex application of tax regulations, it is possible that the ultimate resolution of audits may 
result in amounts which could be different from this estimate. In such case, the Company will record additional 
tax expense or tax benefit in the period in which such matters are effectively settled. 
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The Company recognizes interest and penalties related to unrecognized tax benefits as components of income tax 
expense. The Company recognized interest and penalties expense (benefit) of $4 million, $1 million and $(7) 
million in 2013, 2012, and 2011, respectively. The Company has accrued approximately $30 million and $26 
million for the payment of interest and penalties as of February 1, 2014 and February 2, 2013, respectively. Accrued 
interest and penalties are included within Other Long-term Liabilities on the Consolidated Balance Sheets. 


The Company files U.S. federal income tax returns as well as income tax returns in various states and in non-U.S. 
jurisdictions. At the end of 2013, the Company was subject to examination by the IRS for 2010 through 2012. 
The Company is also subject to various U.S. state and local income tax examinations for the years 2004 to 2012. 
Finally, the Company is subject to multiple non-U-.S. tax jurisdiction examinations for the years 2003 to 2012. In 
some situations, the Company determines that it does not have a filing requirement in a particular tax 
jurisdiction. Where no return has been filed, no statute of limitations applies. Accordingly, if a tax jurisdiction 
reaches a conclusion that a filing requirement does exist, additional years may be reviewed by the tax authority. 
The Company believes it has appropriately accounted for uncertainties related to this issue. 


11. Long-term Debt 


The following table provides the Company’s long-term debt balance as of February 1, 2014 and February 2, 
2013: 


February 1, February 2, 
2014 2013 
(in millions) 
Senior Unsecured Debt with Subsidiary Guarantee 


$1 billion, 5.625% Fixed Interest Rate Notes due February 2022 (‘2022 Notes”) ............... $1,000 $1,000 
$1 billion, 6.625% Fixed Interest Rate Notes due April 2021 (“2021 Notes”) ................-. 1,000 1,000 
$500 million, 5.625% Fixed Interest Rate Notes due October 2023 (‘2023 Notes”) ............. 500 — 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019, Less Unamortized Discount (“2019 

INOtes?”) Ca) o,f ec cote fe teh ne need badness anced els tts Ed tadan BaNea s Peden dts Monat eb 494 489 
$400 million, 7.00% Fixed Interest Rate Notes due May 2020 (2020 Notes”) ..............--- 400 400 
Total Senior Unsecured Debt with Subsidiary Guarantee .......... 0.0... e eee ee eee $3,394 $2,889 


Senior Unsecured Debt 
$700 million, 6.90% Fixed Interest Rate Notes due July 2017, Less Unamortized Discount (2017 


NOTES?) (BD) ders wedisitentccedy be prdeace Soe b Stace eaeaiaiens ced be date a uhaed tmakeee a areas aaa nee $ 718 $ 721 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033, Less Unamortized Discount 

(2033 NOtéS?”): 6 scp dccsccenderardit doa wp eae Raed 84 Ea ahe ¥ OS Da Ga wee EAE Ede dl owME A Se ea eee 350 350 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037, Less Unamortized Discount (2037 

INOUES? ex 3556.2 5, setsee teh oa: Gk che eae ocean bce od heecah a th catpoch thabtictnie Seadeds Sods b seh day thee adi dado Bde aes 299 299 
5.25% Fixed Interest Rate Notes due November 2014, Less Unamortized Discount (“2014 

INOUE PVG) pegs Cec. ice sae ty fe ebuth aa di, Sacetee gest raat ice dase oBe let auanle tava eS Waar hecle aaa! oie: Geant & tied GE 215 218 
Total Senior Unsécured Debt 655k jesse paid eae ae G rd og GE eH RETA HEH S CHES ETRE Ee $1,582 $1,588 
STR AN 05 faee os apes Paiva ap eters aiee, dre ax esered Sov etds bs uate tu bvavin es eaves cian asttadetovea tvionceslivaen atch dea deter d tous aaeedease $4,976 $4,477 
Current. Portiomof Long-term: Dede oie. iiss, dss, verses acai aids aue.g yn Sordid n'y wyncectyal albu 8 Bune Bld. a ok (215) —_— 
Total Long-term Debt, Net of Current Portion ....... 00.0.0... c cece cece eee eee $4,761 $4,477 


(a) The balance as of February 1, 2014 includes a fair value interest rate hedge adjustment which increased the debt balance 
by $2 million. 

(b) The balances include a fair value interest rate hedge adjustment which increased the debt balance by $19 million as of 
February 1, 2014 and $22 million as of February 2, 2013. 

(c) The principal balance outstanding was $213 million as of both February 1, 2014 and February 2, 2013. The balances 
include a fair value interest rate hedge adjustment which increased the debt balance by $3 million as of February 1, 2014 
and $5 million as of February 2, 2013. 
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The following table provides principal payments due on long-term debt in the next five fiscal years and the 
remaining years thereafter: 


Fiscal Year (in millions) 


DOVE coe Wiosaed ds devine dodve Sees 856 PCS Suwon SE He Wns SORE BO OG PNLew be aees $ 213 
DOM cast -ki ee iecane 8, tot skate ges thee SES cee ean Wad eas 8 CM haere Sacer bee aah Heke, ty 88 ee seeee a — 
QOVG ocd ocak Seis $66 oa ete ee eed GS OED eee bot OS Sd ese Hed eo Re — 
ONT cars sock ae bot be 8 te: be capresdeas ate ese aaa care ended Ss aosg teen Ae ant Maat a hegd BERG eat anand aaceen debt 700 
QOS: i eccte ins Sand} ode ecbee deed See ek a ed hee Se rear ice ord eed eeentes — 
TPRGTCAMG ate -¢ce ae dock atechihs fede Stee etal bk Ahk ited Bees She cate AN Redd dee aad a he 4,050 


Cash paid for interest was $300 million in 2013, $276 million in 2012 and $225 million in 2011. 


Issuance of Notes 


In March 2011, the Company issued $1 billion of 6.625% notes due in April 2021 utilizing an existing shelf 
registration under which debt securities, common and preferred stock and other securities can be issued. The 
2021 Notes are jointly and severally guaranteed on a full and unconditional basis by certain of the Company’s 
100% owned subsidiaries (such subsidiaries, the “Guarantors’”). The proceeds from the issuance were $981 
million, which were net of issuance costs of $19 million. These issuance costs are being amortized through the 
maturity date of April 2021 and are included within Other Assets on the Consolidated Balance Sheets. 


In February 2012, the Company issued $1 billion of 5.625% notes due in February 2022 utilizing an existing 
shelf registration under which debt securities, common and preferred stock and other securities can be issued. 
The 2022 Notes are jointly and severally guaranteed on a full and unconditional basis by the Guarantors. The 
proceeds from the issuance were $985 million, which were net of issuance costs of $15 million. These issuance 
costs are being amortized through the maturity date of February 2022 and are included within Other Assets on 
the Consolidated Balance Sheets. 


In October 2013, the Company issued $500 million of 5.625% notes due in October 2023 utilizing an existing 
shelf registration under which debt securities, common and preferred stock and other securities can be issued. 
The 2023 Notes are jointly and severally guaranteed on a full and unconditional basis by the Guarantors. The 
proceeds from the issuance were $495 million, which were net of issuance costs of $5 million. These issuance 
costs are being amortized through the maturity date of October 2023 and are included within Other Assets on the 
February 1, 2014 Consolidated Balance Sheet. 


Revolving Facility 


On July 15, 2011, the Company entered into an amendment and restatement (“Amendment”) of its secured 
revolving credit facility (“Revolving Facility”). The Amendment increased the aggregate amount of the 
commitments of the lenders under the Revolving Facility to $1 billion and extended the termination date to 

July 15, 2016. In addition, the Amendment reduced fees payable under the Revolving Facility which are based on 
the Company’s long-term credit ratings. The fees related to committed and unutilized amounts per year are 
0.325% per annum and the fees related to outstanding letters of credit are 1.75% per annum. In addition, the 
interest rate on outstanding borrowings is London Interbank Offered Rate (“LIBOR’”’) plus 1.75%. 


The Company incurred fees related to the Amendment of the Revolving Facility of $7 million, which were 
capitalized and are being amortized over the remaining term of the Revolving Facility. 


The Revolving Facility contains fixed charge coverage and debt to EBITDA financial covenants. The Company 
is required to maintain a fixed charge coverage ratio of not less than 1.75 to 1.00 and a consolidated debt to 


consolidated EBITDA ratio not exceeding 4.00 to 1.00 for the most recent four-quarter period. In addition, the 
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Revolving Facility provides that investments and restricted payments may be made, without limitation on 
amount, if (a) at the time of and after giving effect to such investment or restricted payment the ratio of 
consolidated debt to consolidated EBITDA for the most recent four-quarter period is less than 3.00 to 1.00 and 
(b) no default or event of default exists. As of February 1, 2014, the Company was in compliance with both of its 
financial covenants and the ratio of consolidated debt to consolidated EBITDA was less than 3.00 to 1.00. 


During the third quarter of 2013, the Company borrowed and repaid $290 million under the Revolving Facility. 
The maximum daily amount outstanding at any point in time during the third quarter of 2013 was $140 million. 


As of February 1, 2014, there were no borrowings outstanding under the Revolving Facility. 


Letters of Credit 


The Revolving Facility supports the Company’s letter of credit program. The Company had $8 million of 
outstanding letters of credit as of February |, 2014 that reduce its remaining availability under the Revolving 
Facility. 


Fair Value Interest Rate Swap Arrangements 


For information related to the Company’s fair value interest rate swap arrangements, see Note 12, “Derivative 
Instruments.” 


12. Derivative Instruments 
Foreign Exchange Risk 


In January 2007, the Company entered into a series of cross-currency swaps related to approximately CAD$470 
million of Canadian dollar denominated intercompany loans. These cross-currency swaps mitigate the exposure 
to fluctuations in the U.S. dollar-Canadian dollar exchange rate related to the Company’s Canadian operations. 
The cross-currency swaps require the periodic exchange of fixed rate Canadian dollar interest payments for fixed 
rate U.S. dollar interest payments as well as exchange of Canadian dollar and U.S. dollar principal payments 
upon maturity. The cross-currency swaps mature between 2015 and 2018 at the same time as the related loans 
and are designated as cash flow hedges of foreign currency exchange risk. Changes in the U.S. dollar-Canadian 
dollar exchange rate and the related swap settlements result in reclassification of amounts from accumulated 
other comprehensive income to earnings to completely offset foreign currency transaction gains and losses 
recognized on the intercompany loans. 


The following table provides a summary of the fair value and balance sheet classification of the derivative 
financial instruments designated as foreign exchange cash flow hedges as of February 1, 2014 and February 2, 
2013: 
February 1, February 2, 
2014 2013 
(in millions) 


Other Long-term: Liabilities: as.ssaccia edeet we lawn os Heaes pea e a cea eS Se $13 $59 


The following table provides a summary of the pre-tax financial statement effect of the gains and losses on the 
Company’s derivative instruments designated as foreign exchange cash flow hedges for 2013 and 2012: 


Location 2013 2012 
‘(in millions). 
Gain (Loss) Recognized in Other Comprehensive Income (Loss) .... Other Comprehensive 
Income (Loss) $46 $1 


(Gain) Loss Reclassified from Accumulated Other Comprehensive 
Income into Other Income (a) ............ 0. eee eens Other Income (50) 5 


(a) Represents reclassification of amounts from accumulated other comprehensive income to earnings to 
completely offset foreign currency transaction gains and losses recognized on the intercompany loans. No 
ineffectiveness was associated with these foreign exchange cash flow hedges. 


Interest Rate Risk 
Interest Rate Designated Fair Value Hedges 


In 2013, the Company entered into interest rate swap arrangements related to $200 million of the outstanding 
2017 Notes and $200 million of the outstanding 2019 Notes. The interest rate swap arrangements effectively 
convert the fixed interest rate on the related debt to a variable interest rate based on LIBOR plus a fixed 
percentage. 


The swap arrangements are designated as fair value hedges. The changes in the fair value of the interest rate 
swaps have an equal and offsetting impact to the carrying value of the debt on the balance sheet. The differential 
to be paid or received on the interest rate swap arrangements is accrued and recognized as an adjustment to 
interest expense. 


In August 2011, the Company terminated interest rate designated fair value hedges related to the 2014 Notes with 
a notional amount of $213 million. In settlement of these hedges, the Company received $9 million. 


In September 2011, the Company terminated interest rate designated fair value hedges related to the 2017 Notes 
with a notional amount of $150 million. In settlement of these hedges, the Company received $12 million. In 
June 2012, the Company terminated the remaining interest rate designated fair value hedges related to the 2017 
Notes with a notional amount of $175 million. In settlement of these hedges, the Company received $14 million. 


Both the carrying values of the 2014 and 2017 Notes include unamortized hedge settlements which are amortized 
as a reduction to interest expense through the respective maturity date of the Notes. 


The following table provides a summary of the fair value and balance sheet classification of the derivative 
financial instruments designated as interest rate fair value hedges as of February 1, 2014 and February 2, 2013: 


February 1, February 2, 


2014 2013 
(in millions) 
Other:ASsets: 25.5.2 cooler ed oe ese ost ea Ghat aa Gea ee ae Pee eee $5 $— 


13. Fair Value Measurements 


The following table provides a summary of the carrying value and fair value of long-term debt as of February 1, 
2014 and February 2, 2013: 


February 1, February 2, 
2014 2013 
(in millions) 


Camryan Veale siecle esas taboo ts Ba GLead seid) WOU ea aig! ak alee vss era thay dG ame alee $4,976 $4,477 
Fait Valea). 6:i.2.d.eksas eee ciobtended atdee ete ae eli ee Rie a ead dock ed aude eee aed 5,333 5,023 


(a) The estimated fair value of the Company’s publicly traded debt is based on reported transaction prices 
which are considered Level 2 inputs in accordance with ASC Topic 820, Fair Value Measurements and 
Disclosure . The estimates presented are not necessarily indicative of the amounts that the Company could 
realize in a current market exchange. 
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The following table provides a summary of assets and liabilities measured in the consolidated financial 
statements at fair value on a recurring basis as of February 1, 2014 and February 2, 2013: 


Levell Level2 Level3 Total 
(in millions) 


As of February 1, 2014 

Assets: 

Cash and Cash Equivalents ..........0 000s cece cent eee ees $1,519 $— $— _ $1,519 
Interest Rate Designated Fair Value Hedges ......................000-. — 5 —_— 3 
Liabilities: 

Cross-currency Cash Flow Hedges ............ 0.0.0. c eee eee eee — 13 —_— 13 
Lease Guarantees ,5:.e.datednesietpautdawhecksaw den erhedieeeed eck — — 1 1 
As of February 2, 2013 

Assets: 

Cash and Cash Equivalents .......... 00.000 c cece cece eee eee eee $ 7733 $— $— §$ 773 
Liabilities: 

Cross-currency Cash Flow Hedges .......... 0.00.00. e eee eee eee — 59 — 59 
Lease Guarantees a, orn dat beh ebantyaw td eee casa be er hade mie aencs — — 2 2 


The Company’s Level 2 fair value measurements are measured using market approach valuation techniques. The 
primary inputs to these techniques include benchmark interest rates and foreign currency exchange rates, as 
applicable to the underlying instruments. 


The Company’s Level 3 fair value measurements are measured using income approach valuation techniques. The 
primary inputs to these techniques include the guaranteed lease payments, discount rates, as well as the 
Company’s assessment of the risk of default on guaranteed leases. 


Management believes that the carrying values of accounts receivable, accounts payable and accrued expenses 
approximate fair value because of their short maturity. 


The following table provides a reconciliation of the Company’s lease guarantees measured at fair value on a 
recurring basis using unobservable inputs (Level 3) for 2013 and 2012: 


2013 2012 

(in millions) 
Beoinning Balance. 43.0 tecatine noes Pegs te hecbhad aoe Reed Madea Soekedaneee eee $2 $4 
Change in Estimated Fair Value Reported in Earnings .......... 0.0.0.0... cee eee ee eee eee Gd @® 
Endings Balances. ¢:5-is-05i 2005 6 ee caaies shoo pe dededgthnehwkeii dds he ew eee deduce banka wee $1 $2 


The Company’s lease guarantees include minimum rent and additional payments covering taxes, common area 
costs and certain other expenses and relate to leases that commenced prior to the disposition of certain 
businesses. The fair value of these lease guarantees is impacted by economic conditions, probability of rent 
obligation payments, period of obligation as well as the discount rate utilized. For additional information, see 
Note 16, “Commitments and Contingencies.” 


14. Comprehensive Income 


Comprehensive Income consists of gains and losses on derivative instruments and foreign currency translation 
adjustments. The cumulative gains and losses on these items are included in Accumulated Other Comprehensive 
Income in the Consolidated Balance Sheets and Consolidated Statements of Shareholders’ Equity (Deficit). 
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The following table provides the rollforward of accumulated other comprehensive income for 2013: 


Accumulated 
Other 
Foreign Currency Cash Flow Comprehensive 
Translation Hedges Income 
(in millions) 

Balance as of February 2, 2013 ....................00-.0-0 ee $(10) $ 14 $ 4 
Other Comprehensive Income Before Reclassifications ...... 40 46 86 
Amounts Reclassified from Accumulated Other 

Comprehensive Income ........... 0.000: eee eee eee — (50) (50) 

Current-period Other Comprehensive Income (Loss) ............ 40 (4) 36 

Balance as of February 1, 2014 ......................00004. 30 10 40 

The following table provides the rollforward of accumulated other comprehensive income for 2012: 

Accumulated 
Other 
Foreign Currency Cash Flow Comprehensive 
__ Seen. Medes. _Tesome 
(in millions) 

Balance as of January 28, 2012 ......... 0.0.0... cc cece $ (8) $ 8 $— 

Current-period Other Comprehensive Income (Loss) ............ (2) 6 at 

Balance as of February 2, 2013 ....................0000 200s (10) 14 _4 


The components of accumulated other comprehensive income above are presented net of tax as applicable. 


The following table provides a summary of the reclassification adjustments out of accumulated other 
comprehensive income for 2013: 


Details About Accumulated Amount Reclassified from 
Other Comprehensive Income Accumulated Other Location on Consolidated 
Components Comprehensive Income Statements of Income 
Cash Flow Hedges ........... 0.0.0.0 cece ee eee $(50) Other Income 
— Provision for Income Taxes 
(50) Net Income 
15. Leases 


The Company is committed to noncancelable leases with remaining terms generally from one to ten years. A 
substantial portion of the Company’s leases consist of store leases generally with an initial term of ten years. 
Annual store rent consists of a fixed minimum amount and/or contingent rent based on a percentage of sales 
exceeding a stipulated amount. Store lease terms generally require additional payments covering certain 
operating costs such as common area maintenance, utilities, insurance and taxes. These additional payments are 
excluded from the table below. 
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The following table provides rent expense for 2013, 2012 and 2011: 


2013-2012) 2011 


(in millions) 


Store Rent: 

Fixed Manin ¢ 44 3 iwi 3 3Sy wo ida de ae eed endes ots he GA Se Genie Sans $482 $453 $437 

COMUMBSNE ecg. oaleiat a a Geb aed wokoeee Ma ew cgee a eedneyaehedg ea gua ne tectve ate ate siaeauadgdesaaioasie 59 60 50 
‘Total Store Rent. 2.63.25 Lise ta wed Fi idee a bee S asl bedewea ce bid wahaes 541 513 487 
Office; Equipment and Other ..2c:/4c.¢edn 2 6hce se acete be os aba ss ba eae be eee 72 67 62 
Gross Rent Expense »:...0:00odvaccyas gine esa ea Sad banka ot aged Deas Ona ed allan le 613 580 549 
Sublease Rental Income. 2.2 42 <2i.06 n4ne ned diate di du ddiein be yt dee ad ibe cir md (2) (2) (3) 
Total Rent Expense: ..s.c00.5.4 veda state sadwa added saad soe EL Ske ROSE ak $611 $578 $546 


The following table provides the Company’s minimum rent commitments under noncancelable operating leases 
in the next five fiscal years and the remaining years thereafter: 


Fiscal Year (in millions) (a) 


OTA es i.6 tA pees ti Ma ce auX dh gt acer achat om esete Reindde aWiceo ae ewsed aa MOS olde Godanb A aaah Ade aan det bueegtee $ 559 
QOVD s66 isk ele 5.4. od ete eed a EY cree wo oe BORE S bodes enete-ned O48 4-d Rees 526 
DONG! cerca ged cent ed te: be apresdeas ate ieee eee saree need @ cbeg arene aN ane anh Masuekt ns test BU a at saps aan deae 478 
QOVT oeateed Sane oedve edad eeb-3. 0 oad eee bho ph re TN E Weeaeeeediete ae was 418 
DOUS- contce are 3.45 Boers, ate Miche metas tee OER Bete Wein Se hd ete anaes aa eda eo Gta BM Ae add Seda e Bee 338 
TWhereatter: ¢ iv cde ah oe oe a eae Hs Bae ea oe oe dae whe bs Peewee bat ae as 1,371 


(a) Excludes additional payments covering taxes, common area costs and certain other expenses generally 
required by store lease terms. 


The Company’s future sublease income under noncancelable subleases was $7 million as of February 1, 2014, 
which included $2 million of rent commitments related to disposed businesses under master lease arrangements. 


16. Commitments and Contingencies 


The Company is subject to various claims and contingencies related to lawsuits, taxes, insurance, regulatory and 
other matters arising out of the normal course of business. Actions filed against the Company from time to time 
include commercial, tort, intellectual property, customer, employment, data privacy, securities and other claims, 
including purported class action lawsuits. Management believes that the ultimate liability arising from such 
claims and contingencies, if any, is not likely to have a material adverse effect on the Company’s results of 
operations, financial condition or cash flows. 


In July 2009, a complaint was filed against the Company for patent infringement in the United States District 
Court for the Eastern District of Texas. The complaint sought monetary damages, costs, attorneys’ fees, and 
injunctive relief. In November 2011, a jury found in favor of the plaintiff and awarded damages of $9 million for 
infringement from 2007 through 2011 and the trial court awarded future royalty payments through 2015. In 
January 2013, the Company appealed the judgment against the Company with the Court of Appeals for the 
Federal Circuit. Shortly before the Company’s appeal was filed, the Federal Court of Appeals ruled in another 
proceeding involving a different company, that the patents asserted in the Company’s case were invalid. As a 
result, the Company’s appeal has been stayed until the conclusion of the other proceeding. On January 14, 2014, 
the U.S. Supreme Court denied the plaintiffs petition to overturn the Federal Circuit’s finding that their patents 
are invalid. In the Company’s matter, although their patents were found to be invalid, the plaintiff has decided to 
move forward with the appeal process. Based on the decision that the plaintiffs patents are invalid and on the 
Company’s other arguments, the Company believes the Federal Court of Appeals should grant the Company’s 
appeal. The Company intends to vigorously defend against this action. 
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Guarantees 


In connection with the disposition of certain businesses, the Company has remaining guarantees of 
approximately $43 million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Dick’s 
Sporting Goods and New York & Company under the current terms of noncancelable leases expiring at various 
dates through 2018. These guarantees include minimum rent and additional payments covering taxes, common 
area costs and certain other expenses and relate to leases that commenced prior to the disposition of the 
businesses. In certain instances, the Company’s guarantee may remain in effect if the term of a lease is extended. 


The Company’s guarantees related to Express, Limited Stores and New York & Company require fair value 
accounting in accordance with GAAP in effect at the time of these divestitures. The guaranteed lease payments 
related to Express, Limited Stores and New York & Company totaled $22 million as of February 1, 2014 and $36 
million as of February 2, 2013. The estimated fair value of these guarantee obligations was $1 million as of 
February 1, 2014 and $2 million as of February 2, 2013, and is included in Other Long-term Liabilities on the 
Consolidated Balance Sheets. 


The Company’s guarantees related to Abercrombie & Fitch and Dick’s Sporting Goods are not subject to fair 
value accounting, but require that a loss be accrued when probable and reasonably estimable based on GAAP in 
effect at the time of these divestitures. The Company had no liability recorded with respect to any of the 
guarantee obligations as it concluded that payments under these guarantees were not probable as of February 1, 
2014 and February 2, 2013. 


17. Retirement Benefits 


The Company sponsors a tax-qualified defined contribution retirement plan and a non-qualified supplemental 
retirement plan for substantially all of its associates within the U.S. Participation in the tax-qualified plan is 
available to associates who meet certain age and service requirements. Participation in the non-qualified plan is 
available to associates who meet certain age, service, job level and compensation requirements. 


The qualified plan permits participating associates to elect contributions up to the maximum limits allowable 
under the Internal Revenue Code. The Company matches associate contributions according to a predetermined 
formula and contributes additional amounts based on a percentage of the associates’ eligible annual 
compensation and years of service. Associate contributions and Company matching contributions vest 
immediately. Additional Company contributions and the related investment earnings are subject to vesting based 
on years of service. Total expense recognized related to the qualified plan was $56 million for 2013, $55 million 
for 2012 and $51 million for 2011. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code limits for 
qualified defined contribution plans. The plan permits participating associates to elect contributions up to a 
maximum percentage of eligible compensation. The Company matches associate contributions according to a 
predetermined formula and contributes additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits participating associates to defer additional 
compensation up to a maximum amount which the Company does not match. Associates’ accounts are credited 
with interest using a rate determined by the Company. Associate contributions and the related interest vest 
immediately. Company contributions, along with related interest, are subject to vesting based on years of service. 
Associates may elect in-service distributions for the unmatched additional deferred compensation component 
only. The remaining vested portion of associates’ accounts in the plan will be distributed upon termination of 
employment in either a lump sum or in annual installments over a specified period of up to 10 years. 
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The following table provides the Company’s annual activity for this plan and year-end liability, included in Other 
Long-term Liabilities on the Consolidated Balance Sheets, as of February 1, 2014 and February 2, 2013: 


February 1, February 2, 


2014 2013 
(in millions) 
Balance at Beginning of Year ............. 0.0... cece cee eet ene $228 $214 
Contributions: 
ASSOCIALE .5:3.55-e rete daidle bb dea we Gea Reet en gued ee bera daha eee ee 13 12 
COMPANY: 5.5/2. ss bees h ak aoe See esos ek Fak gees Sag AL Pe ale ud Sodan, hep ad Beg 11 12 
TTNCTES Ede 35.0 peated Ve Geo ENN oe end Ss ee hb AG eee ee 11 12, 
IDIStIDUMONS: xci2se 5.3 dca bcd ahicace tect atersdse leat dc doacefatts) Sean biaracdtandoats qasnshauedes aan ayltens adheaices (20) (22) 
Balance at End of Year .... 1.0.0... 0.00. c ene e ene enenens $243 $228 


Total expense recognized related to the non-qualified plan was $22 million for 2013, $24 million for 2012 and 
$26 million for 2011. 


18. Shareholders’ Equity (Deficit) 
Common Stock Repurchases 


Under the authority of the Company’s Board of Directors, the Company repurchased shares of its common stock 
under the following repurchase programs during the fiscal years 2013, 2012 and 2011: 


Average Stock 


Price of 
Shares Repurchased Amount Repurchased eee d 
Amount within 
Repurchase Program Authorized 2013 2012 2011 2013 =. 2012 2011 Program 
(in millions) ~~ (in thousands) _. (in millions) 
November 2012 (a)............ $250 1,377 245 NA $63 $ 11 NA $45.80 
February 2012 (b)............. 500 NA 9,871 NA NA _ 450 NA 45.61 
November 2011 .............. 250, NA = 3,657 2,116 NA 164 $ 85 44.90 
May 2011 .ceiccdercasientees 500 NA NA 13,293 NA NA 500 37.59 
March 200 | ascot ce e8hee wus ts 500 NA NA 13,695 NA NA 500 36.49 
November 2010 (c)............ 200 NA NA 3,431 NA NA 109 31.68 
LOtal 6 ssi3h age sone Pees epee 1,377 13,773 32,535 $ 63 $625 $1,194 


(a) The November 2012 repurchase program had $176 million remaining as of February 1, 2014. 

(b) The February 2012 repurchase program had $50 million remaining at the time it was cancelled in 
conjunction with the approval of the November 2012 repurchase program. 

(c) The November 2010 repurchase program had $31 million remaining at the time it was cancelled in 
conjunction with the approval of the March 2011 repurchase program. 

NA Not applicable 


There were $3 million share repurchases reflected in Accounts Payable on the February 1, 2014 Consolidated 
Balance Sheet. There were no share repurchases reflected in Accounts Payable as of February 2, 2013. 


Subsequent to February 1, 2014, the Company repurchased an additional 0.3 million shares of common stock for 
$15 million under the November 2012 repurchase program. 
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Dividends 


Under the authority and declaration of the Board of Directors, the Company paid the following dividends during 
the fiscal years 2013, 2012 and 2011: 


Ordinary Special Total 
Dividends Dividends Dividends Total Paid 
(per share) (in millions) 

2013 

Fourth Quarter: 2325540 eheaeasid baba Sede ido bas $0.30 $ — $0.30 $ 88 
htt Quarter x sacs wists ae pee aa 5 inodie/a Was 2b BGO age toe oie 0.30 — 0.30 87 
Second Quarter 03 e-e sie es edad ee bee ye aee asad se dagen a 0.30 — 0.30 87 
First: Quarter 4... 2.3: 4c0 0 cewaun h eeealeneaarnd capac Fhe dea kd 0.30 — 0.30 87 
21) F634 0 6 | eee ea $1.20 $ — $1.20 $ 349 
2012 

Fourth Quarter 0.0... eee n teens $0.25 $3.00 $3.25 $ 942 
hitd Quartet’ <.i5.060.3.c.0h00ibc0d0ese aa det oe bad ae dead d dobek 0.25 1.00 1.25 361 
SECONGQUATCR ees cece se. acdielaas ctale Seah andy doe edad Medved wh dower 0.25 — 0.25 73 
First Quarter s..%.6 2 dgttene Ss hie SS Aen) Se asd dard ease 0.25 — 0.25 73 
2012 Total 20... cnn enn $1.00 $4.00 $5.00 $1,449 
2011 

Potirth Quarter gone sect sve tae chSoseived wisiaouwiack-esie 6-04 teddy Gale a Sears $0.20 $2.00 $2.20 $ 653 
MDT Quartet a's: cco po tee ta htdn. Sr Oe Oe Sere Satan d She Seed eee 0.20 — 0.20 60 
SECONG:OQUATER ooc.acscce2ece alse Secs tatacesanahars Soe stbere sath acbeleGoRaceae qaxes 0.20 1.00 1.20 367 
Pitst Quarter s.c.25.o003caends bend need tak at eae eked heed 0.20 — 0.20 64 
PU) BC | eee $0.80 $3.00 $3.80 $1,144 


Subsequent to February 1, 2014, the Board of Directors declared an increase in the first quarter 2014 ordinary 
dividend from $0.30 to $0.34 per share and a special dividend of $1 per share. Both dividends, totaling $390 
million, were paid on March 7, 2014 to shareholders of record at the close of business on February 21, 2014. 


Treasury Stock Retirement 


In December 2011, the Company retired 39 million shares of its treasury stock. The retirement resulted in a 
reduction of $1.341 billion in Treasury Stock, $19 million in the par value of Common Stock, $286 million in 
Paid-in Capital and $1.036 billion in Retained Earnings. 


19. Share-based Compensation 
Plan Summary 


In 2011, the Company’s shareholders approved the 2011 Stock Option and Performance Incentive Plan. The plan 
provides for the grant of incentive stock options, non-qualified stock options, stock appreciation rights, restricted 
stock, performance-based restricted stock, performance units and unrestricted shares. The Company grants stock 
options at a price equal to the fair market value of the stock on the date of grant. Stock options have a maximum 
term of ten years. Stock options generally vest ratably over 3 to 5 years. Restricted stock generally vests (the 
restrictions lapse) at the end of a three year period or on a graded basis over a five year period. 


Under the Company’s plan, approximately 143 million options, restricted and unrestricted shares have been 


authorized to be granted to employees and directors. Approximately 14 million options and shares were available 
for grant as of February 1, 2014. 


90 


From time to time the Company’s Board of Directors will declare special dividends. For additional information, 
see Note 18, “Shareholders’ Equity.” In accordance with the anti-dilutive provisions of the stock plan, in these 
circumstances the Company adjusts both the exercise price and the number of share-based awards outstanding as 
of the record date of the special dividends. The aggregate fair value, the aggregate intrinsic value and the ratio of 
the exercise price to the market price are approximately equal immediately before and after the adjustments. 
Therefore, no compensation expense is recognized. 


Stock Options 
The following table provides the Company’s stock option activity for the fiscal year ended February 1, 2014: 


Weighted Weighted 
Average Average 


Option Remaining Aggregate 
Number of Price Per Contractual Intrinsic 
Shares Share Life Value 
(in thousands) (in years) (in thousands) 

Outstanding as of February 2, 2013 ...................0. 7,035 $23.16 
GATES. cond cists ed ce Sone ere chedth & Bes ded erate ace dees ecco 1,286 45.38 
EX@rciSed) » 06d Settee Yoel eet ee Oh OS (1,928) 17.07 
Cancelled: © ccs scing ds ogeigeh wok iow, egtirdew. Orde eae eS (189) 40.36 

Outstanding as of February 1, 2014 .................... 6,204 $29.14 6.32 $144,078 

Vested and Expected to Vest as of February 1, 2014 (a) .... 6,004 28.67 6.24 142,246 

Options Exercisable as of February 1, 2014.............. 3,232 18.23 4.39 110,323 


(a) The number of options expected to vest includes an estimate of expected forfeitures. 


Intrinsic value for stock options is the difference between the current market value of the Company’s stock and 
the option strike price. The total intrinsic value of options exercised was $69 million for 2013, $133 million for 
2012 and $100 million for 2011. 


The total fair value at grant date of option awards vested was $10 million for 2013, $10 million for 2012 and $8 
million for 2011. 


The Company’s total unrecognized compensation cost, net of estimated forfeitures, related to nonvested options was 
$19 million as of February 1, 2014. This cost is expected to be recognized over a weighted-average period of 2.7 years. 


The weighted-average estimated fair value of stock options granted was $9.71 per share for 2013, $13.89 per 
share for 2012 and $9.35 per share for 2011. 


Cash received from stock options exercised was $32 million for 2013, $53 million for 2012 and $75 million for 
2011. Tax benefits realized from tax deductions associated with stock options exercised were $14 million for 
2013, $42 million for 2012 and $34 million for 2011. 


The Company uses the Black-Scholes option-pricing model for valuation of options granted to employees and 
directors. The Company’s determination of the fair value of options is affected by the Company’s stock price as 
well as assumptions regarding a number of highly complex and subjective variables. These variables include, but 
are not limited to, the Company’s expected stock price volatility over the term of the awards and projected 
employee stock option exercise behaviors. 


The following table contains the weighted-average assumptions used during 2013, 2012 and 2011: 
2013. 2012 = =2011 


Expected Volatuaty: -2css sss giee ah aw Be deeds nara BE PA Slag Slob ae Aa a Peed Aes 35% 47% 48% 
Ruisk=tree: Interest Rate (..5.12ssce uci adiale o ee nae ae Bee ea bugee Pela epee debe gealees 0.8% 1.0% 1.9% 
Dividend: Vi6ldsa.ieec gp dunid Weta aide La eed Laude edhe betwee Venda Reise bee ee ge ebasaeds 3.4% 2.7% 4.1% 
Expected: Lien years) 025.0. 25s e MAL eae Ge Road ele dite s vee e ee ewes oS 47 48 5.0 


The majority of the Company’s stock-based compensation awards are granted on an annual basis in the first 
quarter of each year. The expected volatility assumption is based on the Company’s analysis of historical 
volatility. The risk-free interest rate assumption is based upon the average daily closing rates during the period 
for U.S. treasury notes that have a life which approximates the expected life of the option. The dividend yield 
assumption is based on the Company’s history and expectation of dividend payouts in relation to the stock price 
at the grant date. The expected life of employee stock options represents the weighted-average period the stock 
options are expected to remain outstanding. 


Restricted Stock 


The following table provides the Company’s restricted stock activity for the fiscal year ended February 1, 2014: 


Weighted 
Average 
Number of Grant Date 
Shares Fair Value 
(in thousands) 
Unvested as of February 2, 2013.0... 0... cece 8,094 $28.13 
GATE og tots, Gs ask, isis etiearicein des, alebe o'er eceea aa aMae an dnd aued, ead ane eee ce de eeelend i: baapiacethe ae 2,004 42.56 
Vested c.ccic nce batten imaenadd wou he bad booed dobre d sw kueoeiaa ls eee Serine s hae wads (2,276) 17.79 
Cancelled) 208 pc. 2 each ees ele bea ead eM ec Oe ia wind Bae eke Mat ane (427) 35.31 
Unvested as of February 1, 2014 .......... 20.2.0... eens 7,395 34.82 


The Company’s total intrinsic value of restricted stock vested was $106 million for 2013, $257 million for 2012 
and $83 million for 2011. 


The Company’s total fair value at grant date of awards vested was $40 million for 2013, $37 million for 2012 and 
$32 million for 2011. Fair value of restricted stock awards is based on the market value of an unrestricted share 
on the grant date adjusted for anticipated dividend yields. 


As of February 1, 2014, there was $109 million of total unrecognized compensation cost, net of estimated 
forfeitures, related to unvested restricted stock. That cost is expected to be recognized over a weighted-average 
period of 2.5 years. 


Tax benefits realized from tax deductions associated with restricted stock vested were $40 million for 2013, $90 
million for 2012 and $31 million for 2011. 


Income Statement Impact 


The following table provides share-based compensation expense included in the Consolidated Statements of 
Income for 2013, 2012 and 2011: 


2013 2012 = 2011 


(in millions) 


Costs of Goods Sold, Buying and Occupancy ......... 0... c eee $22 $19 $14 
General, Administrative and Store Operating Expenses ........... 00.0.0... 0000 e ee eee 03 34 37 
Total Share-based Compensation Expense .............. 0.0.00 eee ee ence eee eee $85 $73 $51 


Share-based compensation expense is based on awards that are ultimately expected to vest. The Company 
estimates forfeitures at the time of grant and adjusts, if necessary, in subsequent periods based on historical 
experience and expected future termination rates. 
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The tax benefit associated with recognized share-based compensation expense was $29 million for 2013, $25 
million for 2012 and $17 million for 2011. 


20. Segment Information 


The Company has two reportable segments: Victoria’s Secret and Bath & Body Works. 


The Victoria’s Secret segment sells women’s intimate and other apparel, personal care and beauty products under 
the Victoria’s Secret and PINK brand names. Victoria’s Secret merchandise is sold through retail stores, its 
website, www. VictoriasSecret.com, and its catalogue. 


The Bath & Body Works segment sells personal care, soaps and sanitizers and home fragrance products under 
the Bath & Body Works, C.O. Bigelow, White Barn Candle Company and other brand names. Bath & Body 
Works merchandise is sold at retail stores and through its website, www.BathandBodyWorks.com. 


Other consists of the following: 


e International retail, franchise, license and wholesale operations, which include the company-owned La 
Senza and Bath & Body Works stores in Canada and Victoria’s Secret stores in Canada and the United 
Kingdom; 

e Mast Global, a merchandise sourcing and production function serving the Company and its international 
partners; 


e Henri Bendel, operator of 29 specialty stores, which feature accessories and personal care products; and 
¢ Corporate functions including non-core real estate, equity investments and other governance functions 
such as treasury and tax. 
The following table provides the Company’s segment information as of and for the fiscal years ended February 1, 
2014, February 2, 2013 and January 28, 2012: 


Victoria’s Bath & Body 
Secret Works Other Total 


(in millions) 


February 1, 2014 

Net Sales: iisdics bouinadadeh ade diced etek hédis Meebo eit $6,681 $2,932 $1,160 $10,773 
Depreciation and Amortization ................. 00000. e eee eee 168 60 140 368 
Operating Income (LOSS): iiss cspca se ip tale tcgslana a acgca duag ue erage seat 1,132 618 (7) 1,743 
Total ASSets: i) sew teed ate th Ove th ee et tea ete a tee ceed 2,681 1,297 3,220 7,198 
Capital Expenditures” «os sc2.0c54sey eden doe te ie ab satede ee bass 388 73 230 691 
February 2, 2013 

Net Sales. ots iiiite aieeese ate hen aeaitiGue deeds ped uate e aa ahaa a ea $6,574 $2,902 $ 983 $10,459 
Depreciation and Amortization ............ 0.00.00 e eee eee eee 148 53 153 354 
Operating Income (Loss) (a) ....... 0... cee eee ee eee 1,188 604 (219) 1,573 
Total ASSC8: s..ce5555502 See soe god Bobs kes ed Bete ee aS OS 2,428 1,286 2,305 6,019 
Capital Expenditures ..... 0... 0... ee ee eee 268 71 249 588 
January 28, 2012 

NEC SAlES® +22 ce rin kos eee eens eae vet deed anne $6,121 $2,674 $1,569 $10,364 
Depreciation and Amortization ................. 00000. e eee eee 142 52 162 356 
Operating Income (Loss) (a) .. 1... 0... cece eee ee 1,081 513 (356) 1,238 
mOtal ASSEtS: 5. cists i siaeied to. dcauetecbiacatetseg lal aah praia So aanahaneduste aeaediprguaeeats 2,346 1,273 2,489 6,108 
Capital Expenditures ..... 0... 0... eee eee 161 60 205 426 


(a) Operating Loss for the Other segment includes the effect of the following items: 
(i) In 2012, a $93 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $27 million impairment charge related to long-lived store assets for our Henri Bendel 
business; and $14 million of expense associated with the store closure initiative at La Senza. 
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(ii) In 2011, a $232 million impairment charge related to goodwill and other intangible assets for our La 
Senza business; a $111 million gain related to the divestiture of 51% of our third-party apparel sourcing 
business; $163 million of expense related to the charitable contribution of our remaining shares of 
Express to The Limited Brands Foundation; and $24 million of restructuring expenses at La Senza. 


In the fourth quarter of 2011, the Company divested 51% of our third-party apparel sourcing business, which was 
included in Other in the table above. For additional information, see Note 8, “Equity Investments and Other.” 


The Company’s international sales, consisting of La Senza, Victoria’s Secret Canada, Bath & Body Works 
Canada and Victoria’s Secret U.K. retail sales; non-U.S. franchise, license and wholesale operations; and direct 
sales shipped internationally, totaled $1.212 billion in 2013, $1.060 billion in 2012 and $943 million in 2011. 
The Company’s internationally based long-lived assets were $280 million as of February 1, 2014 and $220 
million as of February 2, 2013. 


In the first quarter of 2014, the Company will change its reportable segments. Results from company-owned 
Victoria’s Secret and Bath & Body Works stores in Canada will be reclassified from Other into the 
corresponding Victoria’s Secret and Bath & Body Works segments. Additionally, a new segment called 
Victoria’s Secret and Bath & Body Works International will be created and will include the Victoria’s Secret and 
Bath & Body Works company-owned and franchised stores outside of North America. 


21. Quarterly Financial Data (Unaudited) 


The following table provides summarized quarterly financial data for 2013: 


Fiscal Quarter Ended 
May 4, August3, November 2, February 1, 
2013 2013 2013 2014 
(in millions except per share data) 
Net Sales: 3 ccs. neues aeiewes Stew kaneeweeees elas ehaaae ay $2,268 $2,516 $2,171 $3,818 
Gross Profit! i4.sohjc es wa cig PAS het ewA Oe RW Oe e Se RaS OS 941 989 857 1,642 
Operating Incomes 3.15.05 ccces Sasedaa so inws sh wate be pacend ours 311 358 211 863 
Income Before Income Taxes ...........0 000 cece eee eens 235 282 142 787 
Net InCOMe 3... con¢ oi 4bN Sou Sy See ee oo a Re 143 178 92 490 
Net Income Per Basic Share (a) ..... 2.0.0... c cece eee eee $0.49 $ 0.62 $ 0.32 $ 1.69 
Net Income Per Diluted Share (a) ......... 0.0.00 ccc eee $0.48 $ 0.61 $ 0.31 $ 1.65 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 


The following table provides summarized quarterly financial data for 2012: 


Fiscal Quarter Ended 


April 28, July 28, October 27, February 2, 
2012 2012 (b) 2012 (c) 2013 (d)(e) 


(in millions except per share data) 


Net Sales ss6. 3.5.0.0 6 actioned ee eee nd Sees b bude a eee $2,154 $2,399 $2,050 $3,856 
GOSS POPE = oc :a/secsied.c Hh aoa SOMA aceh Bo. Aeles. 8 Aaa wuelsiece wera ee 902 942 825 1,717 
Operating Incomes4.c..065- cot icedaote tenes bade sheds betakid 293 305 187 788 
Income Before Incomé Taxes 24 occ vee ea eS ea ee ee 213 229 128 7i1 
Net Incomes... 6 osu esac da ceaia eee ee ode a ed eves eee Od 125 143 74 411 
Net Income Per Basic Share (a) .... 0.0... ccc $0.43 $0.50 $ 0.26 $ 1.43 
Net Income Per Diluted Share (a) .. 0.0.0.0... 0 ccc cece nee $041 $049 §$ 0.25 $ 1.39 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the year. 
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(b) Includes $4 million of expense associated with the store closure initiative at La Senza. 
(c) Includes the effect of the following items: 
i. A pre-tax gain of $13 million related to $13 million in cash distributions from certain of our 
investments in Easton; and 
ii. A pre-tax expense of $10 million associated with the store closure initiative at La Senza. 
(d) Includes the effect of the following items: 
(i) A pre-tax charge of $93 million related to the impairment of La Senza goodwill and other intangible 
assets; and 
(ii) A pre-tax charge of $27 million related to the impairment of Henri Bendel long-lived store assets. 
(e) The Company utilizes the retail calendar for reporting. As such, the results for fiscal years 2013 and 2012 
represent the 52-week period ended February 1, 2014 and 53-week period ended February 2, 2013, 
respectively. The 2013 fourth quarter consists of a thirteen week period versus a fourteen week period in 
2012. 


22. Subsequent Events 


Subsequent to February 1, 2014, the Company repurchased an additional 0.3 million shares of common stock for 
$15 million under the November 2012 repurchase program. Additionally, the Company declared the first quarter 
ordinary dividend of $0.34 per share and a special dividend of $1 per share. The dividends totaled $390 million. 
For additional information, see Note 18, “Shareholders’ Equity.” 


Under the Company’s Related Person Transaction Policy (the “Related Person Transaction Policy”), subject to 
certain exceptions, directors and executive officers of the Company are required to notify the Company of the 
existence or potential existence of any financial or commercial transaction, agreement or relationship involving 
the Company in which a director or executive officer or his or her immediate family members has a direct or 
indirect material interest. Each such transaction must be approved by the Board or a committee consisting solely 
of independent directors after consideration of all material facts and circumstances. 


The Company is engaged in several projects designed to increase our speed and agility in producing products that 
satisfy our customers. In the case of our beauty, personal care and home fragrance businesses, the development 
of supplier facilities in close proximity to our headquarters and distribution facilities in central Ohio has been an 
integral part of capturing the many business benefits of speed and agility. The New Albany Company (“NACO”), 
a business beneficially owned by Mr. and Mrs. Wexner, is in the business of developing real estate, including 
industrial parks, and has sold land (and may in the future sell land) to certain vendors or third party developers in 
connection with the continuing development of an industrial park focused on the foregoing business categories 
(the “Beauty Park’) in New Albany, Ohio. This matter was evaluated by the Audit Committee of the Board of 
Directors, which concluded that the underlying transactions were in the best interests of the Company and its 
stockholders generally. The Audit Committee continues to monitor such vendor and third party transactions on 
an ongoing basis. 


In light of the Company’s highly favorable experience with vendors at the Beauty Park and our growth plans for 
the beauty, personal care and home fragrance businesses, it was determined that new Company facilities required 
to achieve such projected growth should also be located as close as possible to the Beauty Park. The Company 
identified certain land owned by NACO that, together with certain other adjacent parcels owned by a number of 
third parties, constituted sufficient acreage in immediate proximity to the Beauty Park that would be suitable for 
this purpose. After review in accordance with our Related Person Transaction Policy, with advice from 
independent counsel and real estate appraisers and advisors, the Audit Committee, as well as all of the members 
of Board of Directors who are not affiliated with the Wexners, determined that the purchase of the NACO land 
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for approximately $21 million, and the assumption from NACO of contracts to purchase the adjacent parcels 
directly from third parties for approximately $7 million, were in the best interests of the Company and its 
stockholders generally. This determination was made in reliance on, among other things, an opinion received 
from an independent financial advisor with specialized expertise in commercial real estate that such transaction 
was fair to the Company from a financial point of view. 


23. Supplemental Guarantor Financial Information 


The Company’s 2019 Notes, 2020 Notes, 2021 Notes, 2022 Notes and 2023 Notes are jointly and severally 
guaranteed on a full and unconditional basis by certain of the Company’s 100% owned subsidiaries. The 
Company is a holding company and its most significant assets are the stock of its subsidiaries. The Guarantors 
represent: (a) substantially all of the sales of the Company’s domestic subsidiaries, (b) more than 90% of the 
assets owned by the Company’s domestic subsidiaries, other than real property, certain other assets and 
intercompany investments and balances, and (c) more than 95% of the accounts receivable and inventory directly 
owned by the Company’s domestic subsidiaries. 


The following supplemental financial information sets forth for the Company and its guarantor and non- 
guarantor subsidiaries: the Condensed Consolidating Balance Sheets as of February 1, 2014 and February 2, 2013 
and the Condensed Consolidating Statements of Income, Comprehensive Income and Cash Flows for the years 
ended February 1, 2014, February 2, 2013 and January 28, 2012. 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 


(in millions) 


February 1, 2014 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 
ASSETS 
Current Assets: 
Cash and Cash Equivalents .......... $ — $ 1,353 $ 166 $ = $1,519 
Accounts Receivable, Net ........... — 173 71 — 244 
Inventories ........ 0.0... eee ees — 966 199 — 1,165 
Deferred Income Taxes ............. — 44 (16) — 28 
OUER” a decticce cate sore bate ine sobs — 105 89 — 194 
Total Current Assets ...............000. — 2,641 509 — 3,150 
Property and Equipment, Net ............ — 1,197 848 — 2,045 
GOOG WAL: 3 ache ohne ails Sn Mave Ban he eS — 1,318 — — 1,318 
Trade Names and Other Intangible Assets, 
INGE se.2 65,6 2:8 fy ee Basusaege eo.) aa ee ates — 411 — — 411 
Net Investments in and Advances to/from 
Consolidated Affiliates ............... 4,468 14,065 1,099 (19,632) —_— 
Other ASSEts i) cee 3 sche ieee ow eas ae 186 19 680 (611) 274 
Total sASS@t8 5 Sieas Gee bee is epee ewe $4,654 $19,651 $3,136 $(20,243) $7,198 


LIABILITIES AND EQUITY (DEFICIT) 
Current Liabilities: 


Accounts Payable ................. $ 3 $ 316 $ 280 $ — $ 599 
Accrued Expenses and Other ........ 86 410 291 — 787 
Current Portion of Long-term Debt ... 215 _— —_— _— 215 
Income Taxes .............00 0000 (1) 176 50 — 225 
Total Current Liabilities ................ 303 902 621 — 1,826 
Deferred Income Taxes ................. (4) (27) 241 — 210 
Long-tefin’ Debts. oi. cba iis teased 4,761 597 — (597) 4,761 
Other Long-term Liabilities ............. 3 581 201 (15) 770 
Total Equity (Deficit) .................. (409) 17,598 2,073 (19,631) (369) 
Total Liabilities and Equity (Deficit) ...... $4,654 $19,651 $3,136 $(20,243) $7,198 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 


(in millions) 


February 2, 2013 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 
ASSETS 
Current Assets: 
Cash and Cash Equivalents .......... $ — $ 417 $ 356 $ — $ 773 
Accounts Receivable, Net ........... — 140 63 — 203 
INVENLOTIES ood... Bd eck ee edge dows — 847 157 — 1,004 
Deferred Income Taxes ............. — 39 (10) — 29 
CURE spose tastier eeaen tua toe Beers 2 117 a — 196 
Total Current Assets ................00. 2 1,560 643 — 2,205 
Property and Equipment, Net ............ — 1,001 802 — 1,803 
GOOG WA): 33 ache ok mcs ls 3 Sn ave a he eS — 1,318 — — 1,318 
Trade Names and Other Intangible Assets, 
INGE .se.2 65,6 208 fe Bususaeegeee.) an eee ate — 411 1 — 412 
Net Investments in and Advances to/from 
Consolidated Affiliates ............... 3,348 13,968 624 (17,940) — 
Other Assets ......... 0.00: cece e eens 188 8 696 (611) 281 
Total ASS@t8 iS ieacs Gee Ree wes epee eases $ 3,538 $18,266 $2,766 $(18,551) $ 6,019 


LIABILITIES AND EQUITY (DEFICIT) 
Current Liabilities: 


Accounts Payable ................. $ — $ 291 $ 250 $ — $ 541 

Accrued Expenses and Other ........ 78 425 304 — 807 

ImGOme Taxes cde ce. ee lee shee Ks 1 134 55 — 190 
Total Current Liabilities ................ 719 850 609 — 1,538 
Deferred Income Taxes ................. (4) (9) 213 — 200 
Long-term Debt ...............0..0000 4,477 597 — (597) 4,477 
Other Long-term Liabilities ............. 4 625 204 (15) 818 
Total Equity (Deficit) .................. (1,018) 16,203 1,740 (17,939) (1,014) 
Total Liabilities and Equity (Deficit) ...... $ 3,538 $18,266 $2,766 $(18,551) $ 6,019 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2013 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
Net SaleS* :.2500:accnbaddcweet caiao be $ — $ 9,878 $ 3,441 $(2,546) $10,773 
Costs of Goods Sold, Buying and 
OCCUPANCY. veered ened weeeesehutes — (6,022) (2,754) 2,432 (6,344) 
GOSS PrOPt 2:2 wesrecsns eae al eager wean es — 3,856 687 (114) 4,429 
General, Administrative and Store 
Operating Expenses ................ (5) (2,369) (428) 116 (2,686) 
Operating Income (Loss) ............. (5) 1,487 259 2 1,743 
Interest Expense ...............-0-0. (314) (28) (11) 39 (314) 
Other Income (Loss) ..............04- — — 17 — 17 
Income (Loss) Before Income Taxes .... (319) 1,459 265 41 1,446 
Provision (Benefit) for Income Taxes... . — 305 238 — 543 
Equity in Earnings, Net of Tax ......... 1,222 179 450 (1,851) — 
Net Income (Loss) ............000 000s $ 903 $ 1,333 $ 477 $1,810) $ 903 
L BRANDS, INC. 


CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 


(in millions) 


2013 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 
Net Income (Loss) ..............00005 $903 $1,333 $477 $(1,810) $903 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings ............ — (50) — (50) 
Foreign Currency Translation ...... —_— — 40 —_— 40 
Unrealized Gain (Loss) on Cash 
Flow Hedges ................. —_ — 46 — 46 
Total Other Comprehensive Income 
(Loss), Net of Tax ............00005 — — 36 — 36 
Total Comprehensive Income .......... $903 $1,333 $513 $(1,810) $939 
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L BRANDS, INC. 


CONDENSED CONSOLIDATING STATEMENT OF INCOME 


Net Sales 
Costs of Goods Sold, Buying and 
OCCUPANCY 22 sca estes eee ewes 


GTOSs Profit ses deere eae ed aaiees ene es 

General, Administrative and Store 
Operating Expenses ................ 

Impairment of Goodwill and Other 
Intangible Assets ................0. 


Operating Income (Loss) 
Interest Expense 
Other Income (Loss) 


Income (Loss) Before Income Taxes .... 
Provision (Benefit) for Income Taxes .... 
Equity in Earnings, Net of Tax 


Net Income (Loss) ...............000- 


(in millions) 


2012 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 
$ — $ 9,570 $ 2,954 $(2,065) $10,459 
— (5,578) (2,464) 1,969 (6,073) 
—_— 3,992 490 (96) 4,386 
(5) (2,405) (403) 93 (2,720) 
= = (93) = (93) 
(5) 1,587 (6) (3) 1,573 
(316) (22) (10) 32 (316) 
— 1 23 — 24 
(321) 1,566 7 29 1,281 
—_ 359 169 — 528 
1,074 (125) 432 (1,381) — 
$ 753 $ 1,082 $ 270 $(1,352) $ 753 
L BRANDS, INC. 


CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 


Net Income (Loss) ..............00005 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings 
Foreign Currency Translation ...... 
Unrealized Gain (Loss) on Cash 
Flow Hedges 


Total Other Comprehensive Income 
(Loss), Net of Tax ................. 


Total Comprehensive Income .......... 


(in millions) 


2012 

Guarantor Non-guarantor Consolidated 

L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 
$753 $1,082 $270 $(1,352) $753 
2 — 3 — 5 
= = (2) = (2) 
oe = — —= 4 
== —— 2 = = 
$755 $1,082 $272 $(1,352) $757 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2011 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 

Net SaleS* :.2500:accsbaddcwet naiao be $ — $ 9,570 $ 3,334 $(2,540) $10,364 
Costs of Goods Sold, Buying and 

OCCUPANCY. verdes di weeee shuts — (5,943) (2,782) 2,418 (6,307) 
GOSS PrOPt e:2 wesranecsns eae al eatgee wean ss — 3,627 552 (122) 4,057 
General, Administrative and Store 

Operating Expenses ................ (5) (2,297) (517) 121 (2,698) 
Impairment of Goodwill and Other 

Intangible Assets .................. — — (232) — (232) 
Gain on Divestiture of Third-party 

Apparel Sourcing Business .......... — 6 105 —_— 111 
Operating Income (Loss) ............. (5) 1,336 (92) (1) 1,238 
Interest Expense ...............-000. (245) (25) (12) 36 (246) 
Other Income (Loss) ..............04- — 1 234 — 235 
Income (Loss) Before Income Taxes .... (250) 1,312 130 35 1,227 
Provision (Benefit) for Income Taxes... . 2 324 51 — 377 
Equity in Earnings, Net of Tax ......... 1,102 108 217 (1,427) — 
Net Income (Loss) ..........0.0 00000 $ 850 $ 1,096 $ 296 $(1,392) $ 850 


L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME 


(in millions) 


2011 
Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 
Net Income (Loss) ..........0...0005. $850 $1,096 $296 $(1,392) $850 
Other Comprehensive Income (Loss), Net 
of Tax: 
Reclassification of Cash Flow 
Hedges to Earnings ............ 3 — — — 3 
Foreign Currency Translation ...... — — (1) — (1) 
Unrealized Gain (Loss) on Cash 
Flow Hedges ................. — — (3) — (3) 
Total Other Comprehensive Income 
(Loss), Net of Tax ................. — (4) — (1) 
Total Comprehensive Income .......... $853 $1,096 $292 $(1,392) $849 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2013 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 


Net Cash Provided by (Used for) 


Operating Activities ............... $(302) $1,267 $ 283 $— $1,248 
Investing Activities: 
Capital Expenditures ............. — (475) (216) — (691) 


Return of Capital from Third-party 
Apparel Sourcing Business 


Investment. 6c. se02 seas Ss — — 46 — 46 
Other Investing Activities ......... — — (10) — (10) 
Net Cash Used for Investing Activities ... — (475) (180) — (655) 
Financing Activities: 
Proceeds from Long-term Debt, Net 
of Issuance and Discount Costs .. 495 — — — 495 
Borrowings from Revolving 
Bacility: ..ca.ebs.catvesdiees 290 — — —_— 290 
Repayments on Revolving 
Facility” ...496444%Aeh esa paei~ (290) — — — (290) 
Repurchase of Common Stock ..... (60) — — — (60) 
Dividends Paid ................. (349) — — — (349) 
Excess Tax Benefits from Share- 
based Compensation ........... — 31 ) — 36 
Net Financing Activities and 
Advances to/from Consolidated 
Affiliates 2.0.0.0... 0.0.0.0. 184 113 (297) — — 
Proceeds From Exercise of Stock 
Options and Other ............. 32 — — —_— 32 
Net Cash Provided by (Used for) 
Financing Activities ............... 302 144 (292) — 154 
Effects of Exchange Rate Changes on 
CAS 6:6 is Sree Retails Reo a's weeds é _ — (1) — (1) 
Net Increase (Decrease) in Cash and Cash 
BQuivalemts: 22. eseai-g eta eae oe aed as — 936 (190) — 746 
Cash and Cash Equivalents, Beginning of 
MGA teed ay aheiioeretes Sethe Aaa hate ten oe — 417 356 —_ 773 
Cash and Cash Equivalents, End of 
MGA 5 Fe fesse oe Poach oat eere oe ete eee $ — $1,353 $ 166 $— $1,519 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2012 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations _L Brands, Inc. 


Net Cash Provided by (Used for) 


Operating Activities ............... $ (361) $ 1,342 $ 370 $ — $ 1,351 
Investing Activities: 
Capital Expenditures ............. —_ (344) (244) — (588) 


Return of Capital from Third-party 
Apparel Sourcing Business 


Investment ................00. —_— — 22 — 22 
Return of Capital from Easton 

Investments ...............00. — — 13 — 13 
Net Investments in Consolidated 

Affiliates 2.0.0.0... 00.0000 e eee — 36 — (36) — 
Other Investing Activities ......... — Li, 5 —_— 22 


Net Cash Provided by (Used for) 
Investing Activities ................ — (291) (204) (36) (531) 
Financing Activities: 
Proceeds from Long-term Debt, Net 


of Issuance and Discount Costs .. 985 — — — 985 
Payments of Long-term Debt ...... (57) — — — (57) 
Repurchase of Common Stock ..... (629) — — — (629) 
Dividends Paid ................. (1,449) — — — (1,449) 
Excess Tax Benefits from Share- 

based Compensation ........... — 95 21 — 116 


Net Financing Activities and 
Advances to/from Consolidated 


Affiliates 2.0.0.0... 0.0.0.0. 1,459 (1,100) (395) 36 — 
Proceeds From Exercise of Stock 
Options and Other ............. a2 — — — 52 
Net Cash Provided by (Used for) 
Financing Activities ............... 361 (1,005) (374) 36 (982) 
Effects of Exchange Rate Changes on 
CASH. 2.d¢2 ctee pedeawy owes anne et — — — — — 
Net Increase (Decrease) in Cash and Cash 
Equivalents 2.i024civetoveca eda’ — 46 (208) — (162) 
Cash and Cash Equivalents, Beginning of 
GAM via cee, 6 2 tate pot nctctpietie ten esonane enh ae — 371 564 — 935 
Cash and Cash Equivalents, End of 
Weal ec ct Sideelieintehedeacuaots $ — $ 417 $ 356 $ — $ 773 
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L BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2011 


Guarantor Non-guarantor Consolidated 
L Brands, Inc. Subsidiaries Subsidiaries Eliminations L Brands, Inc. 


Net Cash Provided by (Used for) Operating 


ACUVINES: 5 gicpus a dicndidee Spun e nounced Deas $ (178) $1,225 $ 219 $— $ 1,266 
Investing Activities: 
Capital Expenditures .................. — (219) (207) — (426) 
Proceeds from Divestiture of Third-party 
Apparel Sourcing Business ........... — 78 46 _— 124 
Proceeds from Sale of Express Common 
SLOCK sick ois s hea lnw inde hbeeeae Beuelete dinates —_ —_ 99 — 99 
Net Investments in Consolidated 
Affiliates 2.0.0.0... cece cc eee — (36) 36 — 
Other Investing Activities .............. — — (23) — (23) 
Net Cash Provided by (Used for) Investing 
PN CUVITIES: 208, 54.008 dss eA Ne ot eens wae — (177) (85) 36 (226) 


Financing Activities: 
Proceeds from Long-term Debt, Net of 


Issuance and Discount Costs .......... 981 —_— — — 981 
Financing: Costs: «iss. aceee ieee ace Hees (7) — — — (7) 
Repurchase of Common Stock .......... (1,190) — — — (1,190) 
Dividends Paid ..................0005 (1,144) — — — (1,144) 
Excess Tax Benefits from Share-based 

Compensation ..................0.. — 39 9 — 48 
Net Financing Activities and Advances to/ 

from Consolidated Affiliates .......... 1,463 (1,417) (10) (36) — 
Proceeds From Exercise of Stock Options 

ANG OME) sas seit vr a 0b a heed Pe kee EH aw a 75 — — _— 75 

Net Cash Provided by (Used for) Financing 

ACOVINES 53/4. 0 scala do owls saan adore FG as 178 (1,378) (1) (36) (1,237) 
Effects of Exchange Rate Changes on Cash .... — —_— 2 — 2 
Net Increase (Decrease) in Cash and Cash 

Equivalents ..........0ce cee ee ence re ees — (330) 135 — (195) 
Cash and Cash Equivalents, Beginning of 

Year pect diwiatnwt aed ibawtietddakaks — 701 429 — 1,130 
Cash and Cash Equivalents, End of Year ...... $ — $ 371 $ 564 $ — $ 935 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 


None. 


ITEM 9A. CONTROLS AND PROCEDURES. 


Evaluation of disclosure controls and procedures. As of the end of the period covered by this report, we carried 
out an evaluation, under the supervision and with the participation of our management, including our Chief 
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure 
controls and procedures, as such term is defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based 
upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that as of the end of the 
period covered by this report, our disclosure controls and procedures were effective and designed to ensure that 
information required to be disclosed by us in reports we file or submit under the Exchange Act is (1) recorded, 
processed, summarized and reported within the time periods specified in SEC rules and forms, and 

(2) accumulated and communicated to our management, including our Chief Executive Officer and Chief 
Financial Officer, to allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting. Management’s Report on Internal Control 
Over Financial Reporting as of February 1, 2014 is set forth in Item 8. Financial Statements and Supplementary 
Data. 


Attestation Report of the Registered Public Accounting Firm. The Report of Independent Registered Public 
Accounting Firm on Internal Control Over Financial Reporting as of February 1, 2014 is set forth in Item 8. 
Financial Statements and Supplementary Data. 


Changes in internal control over financial reporting. There were no changes in our internal control over financial 


reporting that occurred in the fourth quarter 2013 that have materially affected, or are reasonably likely to 
materially affect, our internal control over financial reporting. 


ITEM 9B. OTHER INFORMATION. 


None. 
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PART III 


ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 
Information regarding our directors is set forth under the captions “ELECTION OF DIRECTORS—Nominees 


29 66 2 66 


and Directors’’, “—Director Independence”, “—Board Leadership Structure”, “—Risk Oversight; Certain 


29 66 29 66 


Compensation Matters’, “—Information Concerning the Board of Directors”, “—-Committees of the Board of 


29 66 29 66 


Directors”, “—Meetings of the Company’s Non-Management Directors”, “—-Communications with the Board”, 


29 66 


“Attendance at Annual Meetings’, “—-Code of Conduct and Related Person Transaction Policy”, “—Copies of 
the Company’s Code of Conduct, Corporate Governance Principles and Related Person Transaction Policy and 
Committee Charters”, and “SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT” in the Proxy 
Statement and is incorporated herein by reference. Information regarding compliance with Section 16(a) of the 
Securities Exchange Act of 1934, as amended, is set forth under the caption “SECTION 16(a) BENEFICIAL 
OWNERSHIP REPORTING COMPLIANCE” in the Proxy Statement and is incorporated herein by reference. 
Information regarding executive officers is set forth herein under the caption “EXECUTIVE OFFICERS OF 
REGISTRANT?” in Part I. 


ITEM 11. EXECUTIVE COMPENSATION. 


Information regarding executive compensation is set forth under the caption “COMPENSATION-RELATED 
MATTERS?” in the Proxy Statement and is incorporated herein by reference. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS. 


Information regarding the security ownership of certain beneficial owners and management is set forth under the 
captions “SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT” in the Proxy Statement and 
“SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS” in the Proxy Statement and is incorporated herein 
by reference. 


The following table summarizes share and exercise price information about L Brands’ equity compensation plans 
as of February 1, 2014. 


(c) Number of securities 
remaining available for 


(a) Number of future issuance under 
securities to be issued (b) Weighted-average equity compensation 
upon exercise of exercise price of plan (excluding 
outstanding options, outstanding options, securities reflected in 
Plan category warrants and rights warrants and rights column (a)) 


Equity compensation plans approved by security 
Holders\(L)" 4.) f.srue deere cnaestn ese ® eG alee ae 14,386,829 $29.14(2) 13,921,656 
Equity compensation plans not approved by 
security holders ......... 0.0.0. e ee ee eee — 


AN OVAL sot ceabadoaie Mtns eet econ ee ie Seeks anata 14,386,829 $29.14 13,921,656 

(1) Includes the following plans: L Brands, Inc. 2011 Stock Option and Performance Incentive Plan and L 
Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2009 restatement). 

(2) Does not include outstanding rights to receive Common Stock upon the vesting of restricted shares awards. 
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE. 


Information regarding certain relationships and related transactions is set forth under the caption “ELECTION 
OF DIRECTORS—Nominees and Directors” and “—Director Independence” in the Proxy Statement and is 
incorporated herein by reference. 


ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES. 


Information regarding principal accountant fees and services is set forth under the captions “INDEPENDENT 
REGISTERED PUBLIC ACCOUNTANTS—Audit Fees”, “—Audit Related Fees”, “—Tax Fees”, “—AI] Other 
Fees” and “—Pre-approval Policies and Procedures” in the Proxy Statement and is incorporated herein by 
reference. 
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PART IV 


ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


(a) (1) 
(a) (2) 
(a) (3) 


Consolidated Financial Statements 


The following consolidated financial statements of L Brands, Inc. are filed as part of this report 
under Item 8. Financial Statements and Supplementary Data: 


Management’s Report on Internal Control Over Financial Reporting 


Report of Independent Registered Public Accounting Firm on Internal Control Over 
Financial Reporting 


Report of Independent Registered Public Accounting Firm on Consolidated Financial 
Statements 


Consolidated Statements of Income for the Years Ended February 1, 2014, February 2, 2013 
and January 28, 2012 


Consolidated Statements of Comprehensive Income for the Years Ended February 1, 2014, 
February 2, 2013 and January 28, 2012 


Consolidated Balance Sheets as of February 1, 2014 and February 2, 2013 


Consolidated Statements of Total Equity (Deficit) for the Years Ended February 1, 2014, 
February 2, 2013 and January 28, 2012 


Consolidated Statements of Cash Flows for the Years Ended February 1, 2014, February 2, 
2013 and January 28, 2012 


Notes to Consolidated Financial Statements 


Financial Statement Schedules 


Schedules have been omitted because they are not required or are not applicable or because the 
information required to be set forth therein either is not material or is included in the financial 
statements or notes thereto. 


List of Exhibits 

3. Articles of Incorporation and Bylaws. 

Sel, Restated Certificate of Incorporation of the Company. 

3.2 Amended and Restated Bylaws of the Company incorporated by reference to Exhibit 3.2 to 
the Company’s Form 8-K dated March 22, 2013. 

4. Instruments Defining the Rights of Security Holders. 

4.1 Conformed copy of the Indenture dated as of March 15, 1988 between the Company and 
The Bank of New York, incorporated by reference to Exhibit 4.1 to the Company’s 
Registration Statement on Form S-3 (File no. 333-105484) dated May 22, 2003. 

4.2 Proposed form of Debt Warrant Agreement for Warrants attached to Debt Securities, with 
proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.2 to the 
Company’s Registration Statement on Form S-3 (File no. 33-53366) originally filed with 
the Securities and Exchange Commission (the “SEC”’) on October 16, 1992, as amended by 
Amendment No. | thereto, filed with the SEC on February 23, 1993 (the “1993 Form S-3”). 

4.3 Proposed form of Debt Warrant Agreement for Warrants not attached to Debt Securities, 


with proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.3 to 
the 1993 Form S-3. 
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4.4 


4.5 


4.6 


4.7 


4.8 


4.9 


4.10 


4.11 


4.12 


4.13 


4.14 


Indenture, dated as of February 19, 2003 between the Company and The Bank of New 
York, incorporated by reference to Exhibit 4 to the Company’s Registration Statement on 
Form S-4 (File no. 333-104633) dated April 18, 2003. 


First Supplemental Indenture dated as of May 31, 2005 among the Company, The Bank of 
New York and The Bank of New York Trust Company, N.A. incorporated by reference to 
Exhibit 4.1.2 to the Company’s Registration Statement on Form S-3 (Reg. No. 333-125561) 
filed June 6, 2005. 


Second Supplemental Indenture dated as of July 17, 2007 between the Company and The 
Bank of New York Trust Company, N.A. incorporated by reference to Exhibit 4.1.4 to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-146420) filed October 1, 
2007. 


Indenture, dated as of June 19, 2009, among the Company, the guarantors named therein 
and The Bank of New York Mellon Trust Company, N.A., as trustee, incorporated by 
reference to Exhibit 4.1 to the Company’s Form 8-K dated June 24, 2009. 


Registration Rights Agreement, dated as of June 19, 2009, among the Company, the 
guarantors named therein and J.P. Morgan Securities Inc., as representative of the initial 
purchasers, incorporated by reference to Exhibit 4.2 to the Company’s Form 8-K dated 
June 24, 2009. 


Third Supplemental Indenture dated as of May 4, 2010 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A. 
incorporated by reference to Exhibit 4.1.4 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-170406) filed on November 5, 2010. 


Amendment and Restatement Agreement, dated as of July 15, 2011, among the Company, 
the Lenders party thereto, and JPMorgan Chase Bank, N.A., as Administrative Agent, under 
the Amended and Restated Five-Year Revolving Credit Agreement dated as of October 6, 
2004, as amended and restated as of November 5, 2004, March 22, 2006, August 3, 2007, 
February 19, 2009 and March 8, 2010, incorporated by reference to Exhibit 4.1 to the 
Company’s Quarterly Report on Form 10-Q for the quarter ended July 30, 2011. 


Fourth Supplemental Indenture dated as of January 29, 2011 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A. 
incorporated by reference to Exhibit 4.1.5 to the post-effective amendment to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-170406) filed on March 22, 
2011. 


Form of Fifth Supplemental Indenture dated as of March 25, 2011 between the Company, 
the guarantors named therein and The Bank of New York Mellon Trust Company, N.A. 
incorporated by reference to Exhibit 4.1.6 to the post-effective amendment to the 
Company’s Registration Statement on Form S-3 (Reg. No. 333-170406) filed on March 22, 
2011. 


Sixth Supplemental Indenture dated as of February 7, 2012 among the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q 
for the quarter ended April 28, 2012. 


Seventh Supplemental Indenture dated as of March 22, 2013 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.8 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-191968) filed on October 29, 2013. 
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4.15 


10. 
10.1 


10.2 


10.3 


10.4 


10.5 


10.6 


10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


Eighth Supplemental Indenture dated as of October 16, 2013 between the Company, the 
guarantors named therein and The Bank of New York Mellon Trust Company, N.A., 
incorporated by reference to Exhibit 4.1.9 to the Company’s Registration Statement on 
Form S-3 (Reg. No. 333-191968) filed on October 29, 2013. 


Material Contracts. 


Officers’ Benefits Plan incorporated by reference to Exhibit 10.4 to the Company’s Annual 
Report on Form 10-K for the fiscal year ended January 28, 1989 (the “1988 Form 10-K”’).** 


The Company’s Supplemental Retirement and Deferred Compensation Plan incorporated by 
reference to Exhibit 10.3 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001.** 


Form of Indemnification Agreement between the Company and the directors and executive 
officers of the Company incorporated by reference to Exhibit 10.4 to the 1998 
Form 10-K.** 


Supplemental schedule of directors and executive officers who are parties to an 
Indemnification Agreement incorporated by reference to Exhibit 10.5 to the 1998 
Form 10-K.** 


The 1993 Stock Option and Performance Incentive Plan of the Company, incorporated by 
reference to Exhibit 4 to the Company’s Registration Statement on Form S-8 
(File No. 33-49871).** 


The Company’s 1996 Stock Plan for Non-Associate Directors incorporated by reference to 
Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended 
November 2, 1996.** 


The Company’s Incentive Compensation Performance Plan incorporated by reference to 
Exhibit A to the Company’s Proxy Statement dated April 14, 1997.** 


Agreement dated as of May 3, 1999 among the Company, Leslie H. Wexner and the 
Wexner Children’s Trust, incorporated by reference to Exhibit 99 (c) | to the Company’s 
Schedule 13E-4 dated May 4, 1999. 


The 1998 Restatement of the Company’s 1993 Stock Option and Performance Incentive 
Plan incorporated by reference to Exhibit A to the Company’s Proxy Statement dated 
April 20, 1998.** 


The 2002 Restatement of the Company’s 1993 Stock Option and Performance Incentive 
Plan, incorporated by reference to Exhibit 10.23 to the Company’s Annual Report on 
Form 10-K for the fiscal year ended February 1, 2003.** 


The Company’s Stock Award and Deferred Compensation Plan for Non-Associate Directors 
incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated November 13, 2003.** 


The Company’s 1993 Stock Option and Performance Incentive Plan (2003 Restatement) 
incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated November 13, 2003.** 


The Company’s 1993 Stock Option and Performance Incentive Plan (2004 Restatement) 
incorporated by reference to Appendix A to the Company’s Proxy Statement dated April 14, 
2004.** 


Employment Agreement dated as of January 17, 2005 among the Company, The Limited 
Service Corporation and Martyn Redgrave incorporated by reference to Exhibit 10.1 to the 
Company’s Form 8-K dated January 19, 2005.** 
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10.15 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


12. 
14. 


21. 
23.1 
24. 
31.1 
31.2 
32. 


The Company’s Stock Option Award Agreement incorporated by reference to Exhibit 
10.29 to the Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 
2005.** 


Form of Stock Ownership Guideline incorporated by reference to Exhibit 10.32 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 2005.** 


Employment Agreement dated as of November 24, 2006 among the Company, Victoria’s 
Secret Direct, LLC, and Sharen Jester Turney incorporated by reference to Exhibit 10.28 to 
the Company’s Annual Report on Form 10-K for the fiscal year ended February 3, 2007.** 


Employment Agreement effective as of April 9, 2007 among the Company and Stuart 
Burgdoerfer incorporated by reference to Exhibit 10.2 to the Company’s Form 8-K dated 
April 11, 2007.** 


The Company’s 1993 Stock Option and Performance Incentive Plan (2009 Restatement) 
incorporated by reference to Exhibit 99.1 to the Company’s Registration Statement on 
Form S-8 (File No. 333-110465) dated September 10, 2009.** 


Employment Agreement dated as of December 31, 2007 among the Company, 
beautyAvenues, LLC, and Charles C. McGuigan, as amended by Amendment to 
Agreement dated December 1, 2008 and Form of Employment Agreement Amendment 
effective as of March 15, 2012 incorporated by reference to Exhibit 10.24 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 28, 2012.** 


The Company’s 2011 Stock Option and Performance Incentive Plan originally incorporated 
by reference to Appendix A to the Company’s Proxy Statement dated April 11, 2011 and 
Amended and Restated dated July 21, 2011 incorporated by reference to Exhibit 10.25 to 
the Company’s Annual Report on Form 10-K for the fiscal year ended January 28, 2012.** 


Amendment to Employment Agreement dated as of August 1, 2012 among the Company, 
Limited Brands Service Company, LLC and Martyn Redgrave incorporated by reference to 
the Company’s Form 8-K dated May 4, 2012.** 


Employment Agreement dated as of November 30, 2012 among the Company and Sharen 
Jester Turney incorporated by reference to Exhibit 10.1 to the Company’s Form 10-Q for 
the quarter ended October 27, 2012.** 


Employment Agreement dated as of March 15, 2013 among the Company, Bath & Body 
Works Brand Management, Inc. and Nicholas P. M. Coe incorporated by reference to 
Exhibit 10.26 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 2, 2013.** 


Form of Fifth Amended and Restated Master Aircraft Time Sharing Agreement 
incorporated by reference to Exhibit 10.27 to the Company’s Annual Report on Form 10-K 
for the fiscal year ended February 2, 2013.** 


Computation of Ratio of Earnings to Fixed Charges. 


Code of Ethics—incorporated by reference to the definitive Proxy Statement to be filed on 
or about March 26, 2014. 


Subsidiaries of the Registrant. 

Consent of Ernst & Young LLP. 

Powers of Attorney. 

Section 302 Certification of CEO. 

Section 302 Certification of CFO. 

Section 906 Certification (by CEO and CFO). 
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** — Tdentifies management contracts or compensatory plans or arrangements. 
(b) Exhibits. 


The exhibits to this report are listed in section (a)(3) of Item 15 above. 


(c) Not applicable. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Date: March 21, 2014 
L BRANDS, INC. (Registrant) 
By:/S/__ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer, 
Executive Vice President, 
Chief Financial Officer * 


* Mr. Burgdoerfer is the principal financial officer and the principal accounting officer and has been duly 
authorized to sign on behalf of the Registrant. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on February 1, 2014: 


Signature Title 
/s/ LESLIE H. WEXNER** Chairman of the Board of Directors and 
Leslie H. Wexner Chief Executive Officer 
/s/_ E. GORDON GEE** Director 
E. Gordon Gee 
/s/ DENNIS S. HERSCH** Director 
Dennis S. Hersch 
/s/_ DONNA A. JAMES** Director 
Donna A. James 
/s/ DaAvip T. KOLLAT** Director 
David T. Kollat 
/s/ WILLIAM R. LOoMIS, JR.** Director 
William R. Loomis, Jr. 
/s/ JEFFREY H. Miro** Director 
Jeffrey H. Miro 
/s/_ MICHAEL Morris** Director 
Michael Morris 
/s/_ STEPHEN STEINOUR** Director 
Stephen Steinour 
/s/_ ALLAN R. TESSLER** Director 
Allan R. Tessler 
/s/_ ABIGAIL S. WEXNER** Director 
Abigail S. Wexner 
/s/_ RAYMOND ZIMMERMAN** Director 


Raymond Zimmerman 


** The undersigned, by signing his name hereto, does hereby sign this report on behalf of each of the above- 
indicated directors of the registrant pursuant to powers of attorney executed by such directors. 


By /s/__ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer 
Attorney-in-fact 
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Executive Officers 


Leslie H. Wexner 


Chairman and Chief Executive Officer 
L Brands, Inc. 


Stuart B. Burgdoerfer 


Executive Vice President and Chief Financial Officer 
L Brands, Inc. 


Nicholas P. M. Coe 


President and Chief Executive Officer 
Bath & Body Works 


Board of Directors 


Leslie H. Wexner (6) 


Chairman and Chief Executive Officer, L Brands, Inc. 


E. Gordon Gee (5) 


President, West Virginia University 


Dennis S. Hersch (4) 


President, N.A. Property, Inc. 


Donna A. James @,.3;,5) 
Managing Director, Lardon & Associates LLC 

David T. Kollat C1, 2, 3, 4) 
Chairman, 22, Inc. 

William R. Loomis, Jr. (4) 


Senior Advisor, Lazard Ltd. 


1 = Member of the Audit Committee 

2 = Member of the Compensation Committee 

3 = Member of the Nominating and Governance Committee 
4 = Member of the Finance Committee 

5 = Member of the Inclusion Committee 

6 = Member of the Executive Committee 


Charles C. McGuigan 


Chief Operating Officer 
L Brands, Inc. 


President and Chief Executive Officer 
Mast Global 


Jane L. Ramsey 


Executive Vice President, Human Resources 
L Brands, Inc. 


Sharen J. Turney 


President and Chief Executive Officer 
Victoria’s Secret 


Jeffrey H. Miro (2, 3) 


Senior Partner, Honigman Miller Schwartz and Cohn LLP 


Michael G. Morris (2) 


Chairman, American Electric Power Company, Inc. (Retired) 


Stephen D. Steinour 


Chairman, President and Chief Executive Officer, Huntington 
Bancshares Incorporated 


Allan R. Tessler (1, 3, 4, 6) 


Chairman and Chief Executive Officer, International Financial 


Group, Inc. 


Abigail S. Wexner (4, 5) 


Community Volunteer 


Raymond Zimmerman (1, 4) 


Chief Executive Officer, Service Merchandise LLC 


Company Information 


Headquarters 


L Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


614.415.7000 
www.LB.com 


Stock Exchange Listing 


New York Stock Exchange 
(Trading Symbol “LB”) 


Information Requests 

Through our website: www.LB.com 

Upon written request to: | L Brands, Inc. 
Investor Relations 


Three Limited Parkway 
Columbus, Ohio, 43230 


By calling: 614.415.7000 


L Brands, Inc. 
Founded 1963 


as of Feb. 1, 2014: 

Approximate associate base: 94,600 
Approximate shareholder base: 145,000 
©2014 L Brands 


NYSE Certification Statement 


Our Chief Executive Officer and Chief Financial Officer have filed 
the certifications required by Section 302 of the Sarbanes-Oxley 
Act of 2002 with the Securities and Exchange Commission as 
exhibits to our Form 10-K for the fiscal year ended Feb. 1, 2014. In 
addition, our Chief Executive Officer filed a separate annual 
certification to the New York Stock Exchange following our 


annual shareholders’ meeting on May 23, 2013. 


Annual Meeting of Shareholders 


8:30 a.m, May 22, 2014 
Three Limited Parkway 
Columbus, Ohio 43230 


Independent Public Accountants 


Ernst & Young LLP 
Columbus, Ohio 


Stock Transfer Agent, Registrar and Dividend Agent 


American Stock Transfer & Trust Company (“AST’’) 
6201 15th Avenue 
Brooklyn, NY 11219 


866.875.7975 
718.921.8124 
www.amstock.com/company/Ibrands.asp 


Available on our website, www.LB.com: 


Anticipated release dates for monthly sales and quarterly 
earnings 

Live webcasts of quarterly earnings conference calls 
Audio replays of monthly sales and quarterly earnings 
conference calls (or by dialing 866.639.7583) 


ADMITTANCE SLIP 
2014 ANNUAL MEETING OF STOCKHOLDERS 


Date, Time and Place of Meeting: 
Date: Thursday, May 22, 2014 
Time: 8:30 a.m., Eastern Time 


Place: Three Limited Parkway 
Columbus, Ohio 43230 


Attending the Meeting: 


Stockholders who plan to attend the meeting in person must bring this admittance slip and a photo 
identification to gain access. Because of necessary security precautions, bags, purses and briefcases may be 
subject to inspection. To speed the admissions process, stockholders are encouraged to bring only essential items. 
Cameras, camcorders or video taping equipment are not allowed. Photographs or video taken by the Company at 
the meeting may be used by the Company. By attending, you waive any claim or rights to these photographs. 


For more information about attending the annual meeting, please visit the website at 
www.lb.com/investors or contact Investor Relations at (614) 415-7073. 
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